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UNIFORM METHODS OF RAILWAY ACCOUNTING 


The accounting department of a railroad company today is the 
result of a process of development which has been going on grad- 
ually for many years. When railroads were first operated in the 
United States, and for many years thereafter, the accounts were 
kept and the accounting compilations were made in the offices of 
the various traffic and operating officials; for example, the work 
of freight accounting was performed in the office of the general 
freight agent; the accounting for the passenger revenue or receipts 
was performed in the office of the general passenger agent; the 
accounting work in connection with the distribution of labor and 
material, and the compilation of the operating expenses of rail- 
roads were handled in the offices of superintendent, master- 
mechanic, master of transportation, and other operating officials. 
The final results were summarized in the various offices, then for- 
warded to the secretary, treasurer, general manager, president, or 
other designated officer, who issued periodical statements of the 
operation by combining these summaries received from the various 
officers. 

In those days, the accounts were supervised by excellent men, 
but by men who were not trained accountants. The minds of the 
various operating and traffic officials were occupied with matters 
other than those pertaining to the methods of accounting; hence, 
the results were unsatisfactory, and frequently large losses of 
revenue occurred through the laxity in accounting methods. 
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Aside from the loss of revenue, the history of what had been 
accomplished was imperfectly written. The statements for the 
different departments or portions of the railroads, being made in 
different offices without any direct supervision by an officer charged 
with the duty of combining the reported results into one statement, 
were compiled with little thought of uniformity or convenience in 
consolidating the various statements into a comprehensive sum- 
mary; therefore, comparisons were misleading, if not impossible, 
and the statements and summaries thus produced were of ques- 
tionable value. 

Furthermore, the various traffic and operating officials were 
not always diligent in calling the attention of the executive officers 
to unfavorable conditions in their own departments, but would 
sometimes render their statements so as to indicate the most 
advantageous showing for the individual at the head of the depart- 
ment. It is little wonder that undesirable practices grew up under 
such loose and disjointed methods of handling the accounting work 
of the railroad; indeed, when we take into consideration the fact 
that the heads of various departments had practically no check 
on their accounts or verification of them by any other department, 
those men are to be commended for the degree of success obtained 
under such unfavorable conditions; the fact that wrong practices 
grew up was simply the result of the natural tendency of human 
nature, which has existed for thousands of years and will always 
exist. 

Uniformity with individual roads —There can be no uniformity 
without a central supervising head. Gradually the owners and 
executive officers of the railroads felt the need of a central office, 
where the accounts of all departments could be carefully super- 
vised and compiled by trained accountants, in order that the 
revenue and expenditure of a railroad might be surrounded with 
proper safeguards, that statistical data or history might be com- 
piled on a uniform basis in a comprehensive manner, and that the 
attention of the executive officers might be called to unfavorable 
as well as to favorable conditions. Thus at first arose the necessity 
for uniformity of accounting methods on individual railroads. 

In the early 60’s the Pennsylvania Railroad Company organ- 
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ized and recognized the accounting department as a distinct depart- 
ment having supervision over all the accounts of the company. 
In 1870 the Cleveland, Columbus, Cincinnati, and Indianapolis 
Railway Co. made its auditor the head of the accounting depart- 
ment, with authority to supervise the accounts of the company. 
Like action was taken by the Louisville & Nashville in 1873, and 
by other roads successively down to the present time. Now each 
railroad has an accounting department separate and distinct from 
all other departments, in charge of an auditor, general auditor, 
comptroller, or other recognized head of that department. It will 
thus be seen that the accounting department and the accounting 
officers of railroads have been in active existence only some forty 
or fifty years. 

The chief accounting officer of a few railroads is elected by the 
board of directors, but in the majority of instances he is appointed 
by the president or the active executive officer; he reports to such 
executive directly, and is responsible to him for the proper account- 
ing of all receipts and expenditures of the company. He must also 
furnish a connected and truthful history of what has been accom- 
plished by the carrier to the proper officers of the company through 
the medium of the income account statement, the balance sheet, 
and the required statistical data, all so arranged as to present 
instantly a comparison of current results with those of prior periods. 
He must also make special reports from time to time as conditions 
demand. 

During the early period of the existence of the accounting depart- 
ment as such, and for some considerable time after the account- 
ing departments were recognized by the executive officers, the 
traffic and operating and other officers were reluctant to acknowl- 
edge the authority of the chief accounting officer, the latter being 
looked upon as a sort of “necessary evil,” always intermeddling 
with the affairs of other people. It is fair to say that the account- 
ing officer sometimes deserved all of this sort of criticism which he 
received. At the present day, however, this feeling has been 
practically eradicated. The up-to-date chief accounting officer 
sincerely desires to co-operate with every officer of the company, 
and the other officers recognize the value of earnest co-operation 
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with the accounting officer, and court it. Thus it was that uni- 
formity and efficiency in the accounting methods of each individual 
railroad were obtained by the establishment of the accounting 
department in charge of a trained railroad accountant, clothed 
with the requisite authority to prescribe and enforce the necessary 
accounting rules. 

Uniformity for all railroads.—Prior to the adoption of standard 
time between certain meridians it was very difficult to secure serious 
consideration of any proposition for uniformity of practice among 
two or more railroads. No one knows or appreciates the debt of 
gratitude every resident of the United States owes to that epoch- 
marking event—the adoption of a standard time among all rail- 
roads, which soon became the standard for all people. It marks 
the beginning of co-operation, standardization, and uniformity. 

Up to about twenty-five years ago, notwithstanding the uni- 
formity of methods of individual railroads, there existed, so far as 
the accounting departments of different railroads on the continent 
of North America were concerned, the widest possible diversity of 
practice not only in things that pertained to internal adminis- 
tration, but also in matters that were the joint concern of connect- 
ing roads. Naturally, under the conditions with which the first 
railway accounting officer was confronted, his first duty was to 
bring about uniformity and efficiency of methods on the railroad 
which he served, and he had little time to think about the methods 
pursued by his neighbor. There was not the necessity for co-opera- 
tion that exists today. At that time the crude system of rebilling 
at junctions was in existence, that is to say, each carrier treated 
other carriers in the same manner in which it treated shippers 
or consignees of freight; each carrier that received from another 
carrier a shipment of freight would rebill it at the junction point, 
and if the freight was destined to a point beyond his line, would 
deliver the shipment at the next junction, and collect from that 
railroad the charges for the haul over its line. The intermediate 
carrier in that case would be obliged to pay to the carrier from 
which it received the freight the charges for transportation to the 
junction point—the same as any other consignee. 

However, some start had been made toward uniformity. Pas- 
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sengers were interchanged among railroads by the use of one ticket. 
This had been accomplished largely through the work of the Asso- 
ciation of General Passenger and Ticket Agents, and methods (not 
uniform) of interline ticket accounts were established. Each rail- 
road had its own plan and forms of reports for settling with other 
railroads for the amounts involved. The interchange of freight 
cars had necessitated settlements among carriers for the use of 
such cars by means of interline reports of various shapes and sizes, 
according to the tastes of the individual carriers. In this car- 
interchange settlement the Car Accountants’ Association performed 
valuable service. The repairs to such cars while off the line of the 
owning carrier was a matter of mutual interest to all carriers, and 
the Master Car Builders’ Association had arranged a workable 
method of accounting for such repairs. 

Nearly thirty years ago there began to develop the idea of 
interline waybilling; that is to say, when a shipment of freight was 
transported over the rails of two or more carriers, instead of a 
separate waybill being made with a separate settlement for each, 
there was inaugurated, with some hesitation at first, the practice 
of making a waybill read from point of origin to destination routed 
via certain carriers. Each carrier was furnished with a copy of the 
waybill, and settlement for the proportions of the through revenue 
was accomplished in the accounting department of the respective 
carriers and adjusted between the general offices, instead of having 
the agents at junction points pay and collect the revenue with each 
delivery to a succeeding carrier. At first such through-billing was 
inaugurated between two carriers only, and then later between 
three and more; at the present time, waybills are made reading 
over the rails of any number of carriers, from point of origin to 
destination, and the movement of the freight is thus greatly facili- 
tated. 

The settlement of interline freight accounts brought the ac- 
counting officers together in more ways than one, and soon it was 
found that it would be greatly to the advantage of the carriers if 
some uniform plan for the settlement of interline freight accounts 
might be adopted. Hence, it came about that under date of No- 
vember 5, 1887, a call was extended by twelve accounting officers 
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of important railways for a meeting to consider the method of 
settling interline freight accounts. The text of the call in part is 
as follows: 


Attention has been called repeatedly within the last few months to the 
desirability of adopting a uniform method of settling joint freight accounts. 
The growth of the practice of billing through, and the increase in the mileage 
of roads, render present methods entirely inadequate. It has been suggested, 
therefore, that a meeting of the accounting officers of the various railroads be 
held, to agree, if possible, upon a uniform method of settling joint freight 
accounts. This seems to be the only way of arriving at a satisfactory result. 


The meeting was held on December 7, 1887, and the records 
thereof show that the subject uppermost in the minds of the gentle- 
men there assembled was the matter of uniformity in handling 
interline freight accounts. Naturally, two factions immediately 
sprang up: (1) those who wanted to settle the accounts on the 
“‘forwarded”’ basis, that is, to include in the interline settlements 
for a given month all traffic that had been forwarded by one carrier 
to others regardless of when received by the destination or inter- 
mediate carriers; and (2) those accountants who desired to settle 
all traffic on the “‘received”’ basis, that is, to include in the inter- 
line settlement for a given month all traffic which reached destina- 
tion, regardless of when it was forwarded. The question also of 
the date on which such settlements should be made was one which 
apparently needed uniformity, because it developed that while 
some roads were able to settle by the fifteenth of the subsequent 
month, other settlements were delayed in some instances as late 
as sixty days. At that meeting, a committee was appointed to 
consider certain subjects, the most prominent of which was the 
“forwarded” and the “received” basis. The report of the com- 
mittee recommended the “forwarded” basis, but a minority report 
was also submitted, recommending the “‘received” basis. The 
session became so interesting that a vote by roads was taken, which 
resulted in 63 votes for the majority report, recommending the 
“forwarded” basis, and 18 votes for the minority report, recom- 
mending the “received” basis. 

The act of Congress which became effective April 5, 1887 (the 
act which created the Interstate Commerce Commission), pro- 
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vided in Section 20 for certain reports from carriers and thereby 
accelerated uniformity of railway accounting methods. The 
accounting officers were not slow to recognize this new situation 
calling for the beginning of the supervision of the accounts of car- 
riers, and accordingly, toward the end of this meeting, the following 
resolution was offered: 

Resolved, In view of the requirements of the Interstate Commerce Com- 
mission in reference to the proposed uniform reports and for the consideration 
of other business, this committee be continued, and is hereby empowered to 
call a meeting of this Convention, at some convenient point, during the month 
of May or June next, or at any other time it may be deemed proper to do so. 


Pursuant to that resolution a meeting of railway accounting 
officers was held in the Arlington Hotel, Washington, D.C., on 
March 28, 1888, to consider the proposed form of annual report to 
be made by railroad companies to the Interstate Commerce Com- 
mission, the auditor of the Interstate Commerce Commission having 
forwarded to the various railway companies a copy of such pro- 
posed form of annual report. At this meeting there were present 
sixty-one accounting officers representing sixty-eight railroads. 
The proposed form of annual report to be required by the Inter- 
state Commerce Commission was discussed, page by page, and 
item by item. The auditor of the Interstate Commerce Com- 
mission was, by invitation, present throughout the meeting and 
participated freely in the discussion. As a result, some changes 
were made, but the form of the proposed report was not altered 
materially. 

There was substantial uniformity in the accounting for the 
revenues of railroads by the carriers before the Interstate Com- 
merce Commission began its supervision of the accounts of carriers, 
but there was no uniformity in the accounting for expenditures. 
As an instance of the diversity in methods of accounting for expendi- 
tures in existence at that time, the following quotation from the 
remarks of the auditor of the Interstate Commerce Commission 
in the discussion at this meeting will be interesting: 

A suggestion is made that another page be added for roads that do not 


have construction accounts, but which include construction in the expense 
account, with other operating expenses. This page might be altered to cover 
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both cases, whether the expense was included in operating expenses or other- 


Since that was prepared it has come to my knowledge that many roads 
charge expenditures for improvements to operating expenses. Of course, it 
is desirable to know what the expenses for permanent improvements are, 


whether charged to operating expenses or not. 

At that period the comparison of the stated operating expenses 
of one railroad with another on the basis of any unit had no value 
whatever because no two railroads included the same items in 
operating expenses. Therefore, the earlier annual reports to the 
Interstate Commerce Commission were of little value and the con- 
clusions drawn from them were uncertain, and in many cases 
misleading. However, a start was made, however imperfect, 
toward uniformity. Had absolute uniformity been attempted at 
that time, it would have met with strong and determined oppo- 
sition by railroad officials—accounting and others. Few com- 
parisons were made by railroad officials of their own results with 
those’ on other railroads in detail. General comparisons were 
made, but owing to the great diversity of accounting methods no 
detailed comparison could be made. After the Interstate Com- 
merce Commission began to publish figures showing the results 
from operation for all railroads in the United States combined and 
for each railroad separately, comparisons began to be attempted 
between different railroads, the result being, in nearly all cases, 
to locate differences in methods of accounting. This was espe- 
cially true with regard to methods of accounting for expenditures. 

The following resolution passed by the railroad accounting offi- 
cers at the conclusion of this meeting on March 28, 1888, and the 
response thereto by the auditor of the Interstate Commerce Com- 
mission, are indicative of the spirit of co-operation manifested at 
the inauguration of the accounting and statistical requirements 
of the Interstate Commerce Commission. 

[RESOLUTION] 


Resolved, That this Convention recognizes the difficulties under which 
the Interstate Commerce Commission must have labored in connection with 
its proposed report and begs to commend and congratulate Mr. McCain, the 
Auditor of the Commission, upon the result of his labor, in that the form now 
before us is very simple and, at the same time, very complete. 
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That the Convention also desires to recognize and record the courtesy of 
Mr. McCain in inviting suggestions looking to the improvement of the form, 
and wishes to thank him most cordially for this invitation, as kind as it is 


unique. 

That this Convention desires also to say that its suggestions are to be con- 
sidered as made merely for the purpose of securing uniform interpretation and 
the best showings, and not for the purpose of curtailing or reducing the infor- 


mation desired. 
[RESPONSE] 


It seems proper that I should express my appreciation of your testimonial. 
This particular branch of the railroad business, as most of you know, is com- 
paratively new to me, my former experience having been in connection with 
pool affairs. Upon entering the service of the Commission, the first duty that 
devolved upon me was to prepare a form for the financial reports to be made 
by carriers, as required by Section 20, of the Act to Regulate Commerce. The 
basis for the preparation of such a form was necessarily the specific require- 


ments of the Act. 
It will, I know, be very gratifying to the Commission to learn that the form 


in its present shape has been so generally well received, and personally, I am 
exceedingly gratified that you have found so little fault with it, and that so 
few changes have been recommended, and I thank you for your kindly expres- 
sions. 

Prior to adjournment, a resolution was adopted creating a com- 
mittee of fifteen for the purpose of organizing a permanent national 
organization of railway accounting officers. Such a committee was 
appointed, and that committee issued under date of May 30, 1888, 
a call for a meeting at Hotel Brunswick, New York City, on July 
25, 1888, for the purpose of forming a permanent organization. 
Pursuant to said call, the meeting was held, lasting two days. The 
permanent organization was effected under the name, which has 
not since been changed, of “Association of American Railway Ac- 
counting Officers.”’ Constitution and by-laws were adopted, officers 
elected, and the association placed in thorough working condition. 
From that time on, this association has been a most important 
factor in the promotion of uniform methods of railway accounting. 

Article II of the constitution, expressing the object of the 
association, shows that the watch words were ‘Uniformity and 
Improvement.” It reads as follows: 

The object of the Association shall be the furthering of the best interests 
of the companies represented by it and shall have no other purpose. Its 
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object shall be the better organization and conduct of the accounts of carriers, 

- and the securing to them of the advantages that should follow the interchange 
of ideas and experiences among its members; to aid in securing more perfect 
means of determining balances between carriers and greater definiteness and 
promptness in paying the same; greater uniformity in method of adjusting 
joint accounts; more equitable plans for settling claims between carriers; 
greater certainty and promptness in collecting freight charges at competing 
points; better means of adjusting balances at junctions where freight is 
rebilled; the obtaining of greater uniformity, wherever practicable, in the 
governmental returns required of railroads; the greater enlightenment of those 
who belong to it? the more general systematization of railway accounts; and, 
finally, the benefiting of railways in every proper way that comes within the 
scope of such an association. 


At that meeting papers were read on various topics, among 
which was one on “The Coupon Ticket Accounts of Railroads,” 
from which the following is quoted: 

The extremes of the former and present system are perhaps best illustrated 
by recalling the old method of waybilling passengers on our early railroads— 
something similar to a passenger list of an ocean steamer—the conductor being 
furnished with a list in order to properly check his passengers, while today a 
traveler may take a sleeping car at New York en route for Chicago or St. Louis 
in the West, without coming in contact with any of the train conductors on the 
different railroads over which he passes, the sleeping car attendants acting 
as the medium, lifting the entire ticket on first presentation and surrendering 
the proper coupons to the railroad conductors of the train as they are 
demanded, and by a well-devised system of receipts and checks, the accounting 
is simple, satisfactory, and comprehensive, and with as perfect a check as when 
passengers were aroused on each division when a different conductor took charge 
of the train. 


Thus the change in methods of accounting for passengers and 
the uniformity therein, up to that time, were of great benefit to 
travelers as well as to the railroads. Through all these papers 
which were read at that meeting, the idea of uniformity was upper- 
most. 

A special meeting of the Association of American Railway 
Accounting Officers was held in St. Louis, Mo., at the Southern 
Hotel, on January 25 and 26, 1889, at which practically the entire 
time was consumed in the discussion of a uniform method of settle- 
ment of interline freight accounts, the prominent feature being 
the forwarded v. the received basis. The necessity of such uni- 
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formity was strikingly stated by the president of the association 
in his opening address in the following words: 

The passenger department, through the conventions of the General 
Passenger and Ticket Agents’ Association, was able in the early history of 
railroads to formulate a method of settling joint passenger accounts that has 
worked admirably, that has saved the accounting officers of railroads immense 
trouble and annoyance in accounts, and also saved the companies untold 
expense, as everyone knows. Now, we have never had the aid of such a con- 
vention as that in connection with the settlement of joint freight accounts and 
the result is diversity, confusion, and irritation—a muddle. Mixed up with the 
joint affairs of railroads are innumerable things that need the careful attention 
of committees representing the accounting officers of the country as a whole, 
so that more uniform, and therefore, economical methods of doing business 


may be agreed upon. 


These accounting officers were not acquainted with each other 
prior to the formation of the association and their opinions of the 
ability and of the motives of each other, gained through corre- 
spondence, were not exactly complimentary. Therefore, it was 
no easy task to induce individual members to sink their personal 
preferences in behalf of the common good—a thing absolutely 
necessary to the promotion of uniformity. It required meeting 
after meeting, days and days of discussion, hours and hours of 
time spent with each other socially between meetings, even to 
weaken the dividing walls between existing practices on individual 
railroads. It must be remembered that these men had labored at 
home for many, many years, and their work had all been performed 
within the four walls of their offices. They had not had the stimu- 
lating and broadening effect of contact even with each other, or 
the beneficial influence of contact with the executive officers of 
various roads and the general business public. But there were truly 
great men among the founders of the association, who immediately 
used all their persuasive powers to promote a “get-together” spirit 
on a “‘give-and-take”’ basis. 

Finally they came together in a uniform plan for settlement of 
interline freight accounts on the received basis which has been 
amended and improved from time to time, but the basic principles 
of which have not been substantially changed. The Interstate 
Commerce Commission, in all its study of railroad accounts, has 
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included nothing in any of its numerous accounting orders to cause 
any change in the uniform methods of settlement of interline 
revenue accounts, freight, passenger, etc. That fact is a tribute 
to the efficient work of the railway accounting officers. 

The plans of interline freight, passenger, and other accounts 
have been reduced to such uniformity of practice and understand- 
ing that today when interline traffic arrangements between two or 
more railroads are contemplated not a minute of time is lost 

4 arranging details of accounting. The association’s uniform and 
; accepted plan is thoroughly understood by all railway accounting 
officers, and goes into effect automatically with the movement of 
traffic. The association plans have benefited the entire shipping 
and traveling public because they always have reference to expe- 
diting the movement of goods or the journey of passengers with 
no delay or annoyance. 

Certainly the uniformity with reference to revenue accounts 
has been beneficial throughout to the railroads, and not a single 
railroad officer would go back to the former methods if he could. 
It was brought about largely through the volunteer efforts of the 
railway accounting officers themselves, except the uniformity pro- 
duced through the abolition of rebates, which was brought about 
solely by the Hepburn act. The central supervising heads were 
the Association of American Railway Accounting Officers and the 
federal government. 

A distinct step toward uniformity in freight accounting was the 
a abolition of “rebates” made effective by the actual supervision 
| and inspection of the accounts of carriers provided for by the 2oth 
section of the Hepburn act, reading as follows: 

The Commission may, in its discretion, prescribe the forms of any and all 
accounts, records, and memoranda to be kept by carriers subject to the pro- 
visions of this Act, including the accounts, records, and memoranda of the 
movement of traffic as well as the receipts and expenditures of moneys. The 
Commission shali at all times have access to all accounts, records, and memo- 
randa kept by carriers subject to this Act, and it shall be unlawful for such 
carriers to keep any other accounts, records, or memoranda than those prescribed 
or approved by the Commission, and it may employ special agents or examiners, 
who shail have authority under the order of the Commission to inspect and 
examine any and all accounts, records, and memoranda kept by such carriers. 
This provision shall apply to receivers or carriers and operating trustees. 
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In case of failure or refusal on the part of any such carrier, receiver, or 
trustee to keep such accounts, records, and memoranda on the books and in 
the manner prescribed by the Commission, or to submit such accounts, records, 
and memoranda as are kept, to the inspection of the Commission or any of its 
authorized agents or examiners, such carrier, receiver, or trustee shall forfeit 
to the United States the sum of five hundred dollars for each such offense and 
for each and every day of the continuance of such offense, such forfeitures to 
be recoverable in the same manner as other forfeitures provided for in this Act. 

Any person who shall wilfully make any false entry in the accounts of any 
book of accounts or in any record or memoranda kept by a carrier, or who shall 
wilfully destroy, mutilate, alter, or by any other means or device falsify the 
record of any such account, record, or memoranda, or who shal! wilfully neglect 
or fail to make full, true, and correct entries in such accounts, records, or 
memoranda of all facts and transactions appertaining to the carrier’s business, 
or shall keep any other accounts, records, or memoranda than those prescribed 
or approved by the Commission, shall be deemed guilty of misdemeanor and 
shall be subject, upon conviction in any court of the United States of compe- 
tent jurisdiction, to a fine of not less than one thousand dollars nor more than 
five thousand dollars or imprisonment for a term not less than one year nor 
more than three years, or both such fine and imprisonment. 


The rebate was paid by railroads on demand of shippers, the 
demand often accompanied by the threat to divert traffic to com- 
peting lines if the rebate were not granted. The justification was 
the recognition of the wholesale price as less than the retail price 
which mercantile establishments recognize today as heretofore. 
The wholesale price is recognized openly and sanctioned by govern- 
mental authority when it makes the carload freight rate iess than 
the package freight rate and thus gives the advantage to the large 
dealer who is able to ship and order in carload quantities. The 
wholesale price is recognized by the federal government in paying 
the railroads for the transportation of mail matter, but not in 
selling mail service to its people. The rebate was a confidential 
contract, but the fact of its payment was a matter of common 
knowledge. However, publicity—that great promoter of the 
enforcement of the laws of our Creator as well as the laws written 
by man—ended the practice of the payment of rebates by railroads. 
All railway officials were glad that the rebates were effectually 
abolished, but as the accountant has a natural aversion to record- 
ing transactions in a secret manner, he was peculiarly pleased at 
the result. 
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As to uniformity in accounting for expenditures, that has been 
the result of the Hepburn act, which provided for a central super- 
vising head for railway accounts. The accounting for expenditures 
does not involve the same interline settlements as is required in the 
settlement of the revenue accounts. The trainmen and enginemen 
of a carrier stop at the end of their employers’ rails, while the goods 
and passengers go on to another carrier. The station employees, 
shopmen, workmen on tracks, structures, etc., are employed exclu- 
sively by one carrier, and the rules and regulations concerning the 
accounting for the expenditures for their labor and for material 
used by them may be quite different on one railroad from those 
on another without any embarrassment or inconvenience to one 
another. 

Prior to July 1, 1907, no uniform classification of operating 
expenses existed among carriers. It is true that the carriers were 
required to report their operating expenses to the Interstate Com- 
merce Commission annually, using a uniform classification pre- 
scribed by that body, yet the carriers kept as many classifications 
of operating expenses as there were railroad systems, and at the 
end of each year transposed the figures into the classification 
required for their annual reports to the Interstate Commerce Com- 
mission. The carriers were not obliged to keep their books, 
records, and accounts in any specific manner, but were only required 
to make annual reports in a prescribed form. This plan accom- 
plished little in the direction of uniformity. It produced figures 
in annual reports which were supposed by some to be compiled on 
a uniform basis, but which were not, and hence many erroneous 
conclusions have been drawn. 

Not until the meeting at Cape May, N.J., July 9 and 10, 1890, 
did the accounting for expenditures receive the attention of the 
Association of American Railway Accounting Officers. At that 
meeting a paper was read on “Railway Disbursements” and an 
amendment to the constitution was proposed to provide for a third 
standing committee (the preceding two being on freight and pas- 
senger accounts). At the meeting held at St. Louis, May 27 and 
28, 1891, the proposed amendment was adopted, and a standing 
committee on disbursements was immediately thereafter appointed. 
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That committee presented its first report at the meeting held at 
Chicago, May 25 and 26, 1892. This committee had few matters 
referred to it and accomplished but little during the earlier years of 
its existence, thus indicating the lack of any substantial desire or 
necessity on the part of the carriers for uniformity in disbursement 
accounts of railways. 

The uniformity of disbursement accounts of railways began 
to be established in 1907, when pursuant to the provisions of the 
2oth section of the Hepburn act, the Interstate Commerce Com- 
mission prescribed a uniform classification of operating expenses 
defining what should and should not be included in each class 
thereof, and ordered that said classification be used in keeping the 
books, records, and accounts of the carriers, and also ordered that 
no other classification be used. Uniformity of disbursement 
accounts thus came solely by order of the Interstate Commerce 
Commission, as the central supervising head. 

For some time prior to 1906, a desire was expressed to many 
members of the association to bring officially before its members 
matters pertaining to so-called higher accounting. Their atten- 
tion had been devoted largely to freight accounting and, in a some- 
what smaller way, to passenger and disbursement accounts. It 
was felt that matters of higher accounting should be taken up, 
such as treatment of the balance sheet, income account, annual 
reports, operating statistics, etc. A committee presented this pro- 
posed advance step to the association at its meeting at Bluff Point, 
N.Y., June 27, 28, and 29, 1906. The committee was called 
“Committee on Corporate, Fiscal, and General Accounts,” and 
was to be composed of twenty-five chief accounting officers of rail- 
roads. The association approved the report, provided for such a 
special committee, and gave notice of an amendment to the con- 
stitution, which was adopted at the following meeting, making this 
a standing committee of the association. It so happened that the 
Hepburn act was approved while the Bluff Point meeting was in 
session and all agreed that the services of this new committee as 
well as all other committees should be tendered to the federal 
government in the carrying-out of the provisions of the 2oth sec- 
tion. It had become the fixed custom of the association years 
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before to invite to the annual meetings representatives not only of 
the Interstate Commerce Commission, but also of other depart- 
ments of the government at Washington. The Committee on 
Corporate, Fiscal, and General Accounts, being a representative 
body of chief accounting officers of railroads, has assisted in prac- 
tically all of the work of formulating the instructions governing the 
uniform railway accounts that now exist. Its services have been 
acknowledged by the Interstate Commerce Commission in various 
publications. Other committees of the association have also 
rendered assistance in the task of the Interstate Commerce Com- 
mission. The Commissioners wisely desired to know first existing 
accounting practices of carriers before ordering a uniform system 
of accounts, and the information, advice, and assistance given by 
these committees of railway accounting officers greatly facilitated 
the work. The Interstate Commerce Commission stated at the 
outset in 1906 that it desired the uniform system of accounts which 
it should promulgate as the law of the land to represent the “best 
American practice.” With very few exceptions this aim was 
accomplished. It will thus be seen that the Interstate Commerce 
Commission first obtained from the carriers their various methods 
and then selected what in its judgment was the best. 

The uniformity of railway accounts for each individual railroad 
was attained by the establishment of the accounting officer, who 
was given authority to prescribe accounting methods, and who, 
by inspection and verification, saw to it that his instructions were 
observed. Likewise uniformity of railway accounts among all 
railroads was attained by the establishment of one supervising 
agency—the Interstate Commerce Commission—but only after 
that body was given authority to prescribe accounting methods, 
and, by inspection and verification, was able to see to it that its 
orders were obeyed. Without such central supervising body or 
agency, clothed with proper authority, uniformity in accounting 
for expenditures by railroads would never have been realized. 

Comments and criticisms.—The following is a list of the orders 
of the Interstate Commerce Commission prescribing uniform 
accounts for carriers: 


Classification of Operating Revenues—1907. 
Classification of Operating Expenses—1907. 
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Classification of Expenditures for Road and Equipment—1907. 
Classification of Locomotive-Miles, Car-Miles, and Train-Miles—1907. 
Classification of Revenues and Expenses for Outside Operations—1908. 
Classification of Expenditures for Additions and Betterments—1g09. 
Form of General Balance Sheet Statement—1909. 

An order of the Interstate Commerce Commission in the Matter of Destruc- 
tion of Records of Steam Roads—1g10. 

Form of Income and Profit and Loss Statement for Steam Roads—1g12. 

Interpretations of Accounting Classifications containing various questions 
bearing upon the interpretation of accounting classifications previously pre- 
scribed by the Interstate Commerce Commission and the answers thereto— 
1912. 

Since these classifications were promulgated, amendments have 
been issued to some of them, so that in writing for copies of the 
classifications, the request should call for all supplements and 
amendments in addition to the original classification. 

Operating revenues.—For a great many years, the gross receipts 
for transportation by carriers have been called earnings. This 
unfortunate use of the word “earnings” has been the cause of much 
misunderstanding on the part of the public. The business man, 
be he manufacturer, banker, broker, jobber, retailer, etc., asso- 
ciates naturally the word “earnings,’”’ not with the gross amount 
of sales or receipts, but with the net result after deducting the 
expenses of conducting the business, taxes, and rentals. Accord- 
ingly, when the press referred to the earnings of railroads of the 
United States as two and one-half billions of dollars, the impression 
on the mind of the reader was quite different from what it would 
have been if they had referred to the net result after deducting 
operating expenses, taxes, and rentals, which three items absorb 
at least 75 per cent of the gross receipts. Six or seven hundred 
millions of earnings per annum would state the results from opera- 
tion of railroads in the United States in figures which would at 
once be compared with the net earnings of the readers and convey 
correct impressions. This situation was only partially remedied 
in the new classification prescribed by the Interstate Commerce 
Commission by calling the gross receipts “‘revenue”’ instead of 
“earnings.” The uniform methods of railway accounts prescribed 
by the Commission now provide “Operating Revenues” repre- 
senting the gross receipts in connection with transportation 
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operations. To treat the public fairly and state the facts, the 
gross receipts should be called gross receipts. 

In the uniform accounts promulgated by the Interstate Com- 
merce Commission, the operating revenues have been divided into 
twenty-one different accounts, as follows: 


No. 
No. 
No. 
No. 


Freight Revenue. 

Passenger Revenue. 

Excess Baggage Revenue. 

Parlor and Chair Car Revenue. 
Mail Revenue. 

Express Revenue. 

Milk Revenue (on passenger trains). 
Other Passenger Train Revenue. 
No. Switching Revenue. 

No. Special Service Train Revenue. 

No. 11. Miscellaneous Transportation Revenue. 
No. 12. Station and Train Privileges. 

No. 13. Parcel-Room Receipts. 

No. Storage—Freight. 


No. 15. Storage—Baggage. 
No. 16. Car Service. 


No. 17. Telegraph and Telephone Service. 

No. 18. Rents of Buildings and Other Property. 
No. 19. Miscellaneous. 

No. 20. Joint Facilities Revenue—Dr. 

No. 21. Joint Facilities Revenue—Cr. 


No. 
No. 
No. 


Soe 


Under the former classification in effect prior to July 1, 1907, 
there were but five classes of revenue; namely, freight, passenger, 
mail, express, and miscellaneous. The four first mentioned, 
namely, freight, passenger, mail, and express revenue, comprise 
97 per cent of the revenue of the railroads of the United States, 
and that 97 per cent is divided into four classes, while the remainder 
—3 per cent—is subdivided into 17 classes. This is a needless 
subdivision, an unnecessary burden to the carriers. In the pub- 
lished reports to the Interstate Commerce Commission, only a few 
of the more important revenue accounts are given and the remainder 
of the twenty-one are bunched together under one general heading. 
It is difficult to understand what good purpose may be served by 
burdening the carriers with the additional expense of all of these 
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subdivisions of the revenue, which do not seem to be considered 
important enough to be published in the statistics of railways by 
the Interstate Commerce Commission. 

Of these accounting classifications, the most far-reaching in the 
inauguration and establishment of uniformity are the following: 


Operating Expenses. 

Expenditures for Road and Equipment (Construction of New Lines). 

Expenditures for Additions and Betterments (Permanent Improvements of 
Existing Lines). 

Income and Profit and Loss Account. 

Prior to the dates on which these various orders became effective, 
some carriers charged to operating expenses items which others 
charged to construction, additions, and betterments, or some simi- 
lar account. Some charged to operating expenses items which by 
others were charged to income or profit and loss account, and so 
on. The four classifications referred to laid down the boundary 
lines very definitely for these classes of expenditures so that all 
carriers are now classifying them alike. 

The lines, especially between operating expenses and additions 
and betterments, were drawn very distinctly. It was formerly 
the practice with many railroads to charge to operating expenses 
the cost of all renewals of rails, even though the new rails might be 
heavier than the old; all renewals of bridges, even though the 
new bridges might be of steel and the old ones, wooden; cost of 
passing tracks, cost of all ballast, etc. The reason therefor, 
which has merit, was that those and similar expenditures resulted 
in no increase in revenue and were necessary to keep the railroad 
up to the standards demanded by the times; but there was no 
uniformity. The orders of the Interstate Commerce Commission 
require that only the cost of renewing existing track and structures 
in kind shall be charged to operating expenses, and that the excess 
shall be charged to additions and betterments, and added to the 
property account. Thus, if rails weighing ninety pounds per yard 
are substituted for lighter rails weighing seventy-five pounds per 
yard, the excess weight, or fifteen pounds per yard at the price of 
the new rails, must be added to the property account. If a steel 
bridge costing $30,000 is substituted for a wooden one, to replace 


goo JOURNAL OF POLITICAL ECONOMY 


which in kind would cost $10,000, $20,000 of the expenditure for 
the steel bridge must be added to the property account. The 
entire cost of all new passing tracks must be added to the property 
account, and the cost of all ballast where track has not previously 
been ballasted must be added to the property account, and so on. 
Such requirements are fair and reasonable, and are generally 
accepted without protest. However, it should be noted that the 
changes in accounting methods referred to in this paragraph all 
have a tendency to reduce operating expenses as compared with 
former accounting methods. 

Cost of improving grade line.—One provision in this line of sep- 
aration between operating expenses and additions and betterments 
seems to be unfair and unreasonable. That is the treatment of 
expenditures for improving the grade and alignment of an existing 
railroad. If the work is done on the line of the original road by 
cutting down humps and filling in sags, the entire expense thereof 
is chargeable to additions and betterments and added to the prop- 
erty account. The Interstate Commerce Commission orders and 
requires such correct accounting. If the work is done by relocating 
the line a short distance from the old line, buying a new right of 
way, and constructing a new road with the desired grade, the entire 
cost of the new work less the salvage recovered from the track 
material taken up, sale of land no longer used, etc., is properly 
chargeable to additions and betterments, and added to the prop- 
erty account. However, the Interstate Commerce Commission 
orders the carrier in the latter case to credit additions and better- 
ments with the cost of the old line, less salvage, and charge the 
amount to operating expenses. Such charge is improper and puts 
into operating expenses, not an expenditure, but a book adjustment 
entry representing the expenditure made years before and properly 
charged at that time to the property account. 

To illustrate: Suppose the improvement of grade line con- 
templated would cost $1,200,000 if done on the old line, and $600,- 
ooo if done by relocating the line, and that the cost of the old line 
was $400,000. If the work is done on the old line, the entire cost, 
$1,200,000, must be added to the property account and nothing 
charged to operating expenses; while if the improvement, viz., 
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reduction of grade, is done by relocating the line, then only $200,000 
net ($600,000 expenditure less $400,000 cost of old line) must be 
added to the property account and double that net amount or 
$400,000 charged to operating expenses. If the grade is reduced 
vertically, 100 per cent of the cost is added to the property account 
with no charge to operating expenses, while if done laterally, only 
333 per cent of the expenditure is added to the property account, 
and 663 per cent is charged to operating expenses. This is carry- 
ing the theory of charging operating expenses with the cost to 
renew in kind property replaced, beyond the point of its practical 
application, to the ridiculous. The investment in the property 
is increased by the cost of the improvement of grade line, and such 
cost should not be written out of the investment account, either 
in whole or in part. The Interstate Commerce Commission has 
wisely named the investment account “Property Investment” 
and all cash invested in such improvements should rest in that 
account, without diminution by book adjustments. 

When a structure is replaced with one of superior and more 
expensive construction, as, for example, the replacement of a 
wooden bridge with a steel bridge, the orders of the Commission 
require such portion of the cost of the steel bridge as represents the 
cost to renew the wooden bridge in kind to be charged to operating 
expenses. That is a reasonable requirement because operating 
expenses should not be allowed to escape any part of the full cost 
of maintaining the wooden bridge, and because the cost of the 
wooden bridge is already in the property account. Operating 
expenses are thus properly charged with the cost of maintaining 
the structure constantly used by the carrier; but when, in the 
improvement of the grade by relocation of the line, operating 
expenses are charged with the cost to renew the old line in kind, 
and, necessarily, at the same time with the maintenance of the 
new line (a cost which at first is heavier than later when the track 
is seasoned), the result is a duplicate charge to operating expenses 
which distorts the charge for maintenance and causes an under- 
statement of the net revenue. This requirement is the resuit of 
the narrow application of the theory that all property which ceases 
to be used must be written out of the property account, so that 
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when the valuation of a railroad is made, the books of the carrier 
shall represent the existing property in actual use. Due regard is 
not thereby given to the effect on operating expenses. Book 
charges or credits which do not represent transactions but cover 
adjustments should not be made to operating expenses, or to oper- 
ating revenues. When such charges are thus made, the so-called 
“net operating revenue” is not revenue, but a net result, which is 
reached by combining adjustments with the actual results from 
operation. 

If the Interstate Commerce Commission insists upon adjust- 
ment entries by which the cost of the tracks which cease to be used, 
such as those mentioned in the illustration, must be written out 
of the property account, then the charge should be made to profit 
and loss, which represents the accumulated surplus of prior years 
produced in part by such lines which now cease to be used. The 
inclusion of such adjustments in the current operating expense 
accounts not only causes the net operating revenue to be under- 
stated, but embarrasses the attempt to compare the cost of main- 
tenance of different railroads. The net operating revenue reported 
by a railroad should represent revenue and not the result of book 
adjustments. 

It is fair to state that some railway accounting officers of long 
experience and high standing approve the Commission’s methods 
for the treatment of the cost of grade-line improvements. There 
are honest differences of opinion on this subject. But the writer 
believes with all sincerity that if a carrier has invested $10,000,000 
in the original construction of a railroad and if later, when traffic 
has developed and the service to the public demands an improved 
grade line, the carrier expends $1,000,000 for such improvements, 
the investment has actually increased to $11,000,000. No book ad- 
justment should be made which will change that statement of fact. 

Action was brought before the Commerce Court by the Kansas 
City Southern Railway Co. to have that ruling set aside so far as 
certain grade-line improvements on that railroad were concerned. 
The Commerce Court sustained the Interstate Commerce Com- 
mission, not on the ground that the principles of accounting were 
right, but on. the ground that the Commission acted within its 
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authority in prescribing the rule and that no one was deprived of 
property by the enforcement thereof. 

In any event uniformity is, by this rule, destroyed, because the 
maintenance accounts of some railroads will contain large items of 
book adjustments, while others will contain no such items, but will 
contain only expenditures for the maintenance of the property. 

Depreciation of rolling stock equipment.—The Interstate Com- 
merce Commission made a serious mistake when it ordered the 
railroads to charge to operating expenses depreciation on rolling 
stock. It is apparent that the order was made without sufficient 
study and consideration, because it simply reads: ‘‘This account 
includes a monthly charge of one-twelfth of — per cent per annum 
of the original cost (estimated, if not known) record value, or pur- 
chase price of steam locomotives, to provide a fund for replace- 
ment when retired.” A separate order is issued for the different 
classes of rolling stock, but the order with respect to each class is 
the same. The result of leaving blank the percentage of original 
cost to be charged has been to promote a lack of uniformity, because 
the charges against operating expenses for depreciation of rolling 
stock have ranged all the way from nothing to 6 or 7 per cent per 
annum. Many railroads have made no charges whatever to the 
depreciation account and others have charged ridiculously small 
percentages, while some roads that are more prosperous have 
charged strong percentages for depreciation. There existed widely 
different views among accounting officers as to whether or not 
depreciation should be charged on rolling stock or any other portion 
of the property of the railroad. Those who advocate depreciation 
claim that the life of a car or a locomotive may be approximated 
as twenty, thirty, or forty years; if, for example then, the life of a 
piece of equipment is considered to be thirty years on the average, 
one-thirtieth of the original cost of the car should be charged out 
each year, so that, at the end of thirty years, there would be nothing 
left in the property account representing the value of that car. 
Those who are opposed to depreciation claim that the railroad 
company as a common carrier is in a peculiar situation when com- 
pared with other industrial enterprises; that is to say, the railroad 
company is permanent and cannot go out of business; moreover 
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its business is that of transportation; namely, carrying goods and 
persons from one point to another, not buying and selling. Oppo- 
nents of a depreciation charge maintain that a piece of equipment 
which is kept in repair is as good for the purpose for which it was 
purchased at the end of twenty or twenty-five years or thirty years 
as it was when new, and that, if the standard be not changed 
through obsolescence, the different parts of the piece of equipment 
may be renewed from time to time to the end that any such piece 
of equipment may become practically permanent, thus minimizing 
the depreciation to a very small percentage. Others who are 
opposed to depreciation claim that if any depreciation is charged, 
it should be against income or profit and loss account, and not 
against operating expenses. The net operating revenue of a rail- 
road company should represent revenue and not charges based on 
estimates of the amount of depreciation or other book adjustments. 

Operating revenue in gross should be based on money to be 
collected from the public, and operating expenses should be based 
on money that is paid out for labor, material, etc., so that the net 
operating revenue will represent dollars which would eventually 
reach the treasury of the company. However, whatever merit 
may be in these theories, the fact still remains that there now exists 
anything but uniformity in the railway accounts so far as depre- 
ciation on rolling stock is concerned. 

A preliminary abstract of statistics of common carriers for the 
year ended June 30, 1911, published by the Interstate Commerce 
Commission, presents figures taken from the reports of sixty-four 
of the most important carriers. It shows that eighteen of that 
number, or more than 28 per cent, made no charge whatever to 
operating expenses for depreciation of rolling stock. The abstract 
also shows that of the forty-six railroads which did charge depre- 
ciation on rolling stock, some charged sixty times as much as others 
on a car-mileage basis. Uniformity is absent. The failure of the 
Interstate Commerce Commission to prescribe percentages of 
depreciation and its apparent indifference concerning the large 
number of railroads operating upward of 50,000 miles of railroad 
which made no charge to operating expenses for depreciation of 
equipment are significant. 
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Taxes.—Prior to July 1, 1907, taxes were treated by some rail- 
way accounting officers as a part of operating expenses, while others 
excluded them from operating expenses and treated them as a 
charge against the net income of the company. The Commission 
adopted a middle ground. Taxes, although excluded from oper- 
ating expenses, are not, however, put with other deductions from 
income, but are made a distinct and separate deduction from net 
operating revenue (operating revenues less operating expenses), 
leaving net operating income. This treatment meets with uni- 
versal commendation. 

Rentals and hire-of-equipment balance.—Under the former prac- 
tice, rentals and hire of equipment—the latter being virtually a 
rental—were included in operating expenses by many railroads. 
In their annual reports to the Interstate Commerce Commission, 
all carriers were required to throw such rentals into operating 
expenses when the net balances were debits, and into gross earnings 
when the balances were credits. In either event, the net balance— 
debit or credit—was reflected in the net earnings. The present 
orders of the Commission take these items out of operating expenses 
and earnings and transfer them to the income account. These 
items largely represent payments by railroads to other railroads. 
Therefore, while the change causes a considerable modification of 
the statements for certain railroads, the combined result for all rail- 
roads is not seriously changed by this feature of the Commission’s 
accounting orders. 

Traffic expenses.—Prior to July 1, 1907, the expenses for salaries, 
traveling expenses, etc., incurred by the freight and passenger 
traffic departments soliciting, promoting, and supervising traffic 
were required by the Commission to be included in the expenses of 
conducting transportation. The existing accounting orders of the 
Commission adopted the practice of several railroads by requiring 
such expenses to be shown separately under the caption “Traffic 
Expenses.” 

Joint facility accounts—One of the decided changes from 
former methods included in the Commission’s accounting orders is 
that requiring the separate statement in distinct accounts of the 
amounts billed by carriers in charge of the operation of facilities 
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used jointly by two or more carriers against tenant carriers. 
Formerly such charges were credited and charged through the 
detailed operating expense accounts. For example, suppose two 
carriers, A and B, use jointly thirty miles of track. A maintains 
the property and charges B a portion of the cost thereof on an 
agreed basis. Suppose A charges B 50 per cent of such cost. Such 
charge will include the cost of renewals of rails, ties, bridges, ballast, 
etc. Under the old plan A would credit the individual operating 
expense accounts with 50 per cent of the cost for each account. 
Suppose the tie renewals for one year cost $8,000; A would 
charge B $4,000 of that amount, leaving $4,000 in his own account 
charged to renewals of ties. This led to frequent complications on 
individual railroads; hence the Commission ordered joint facility 
accounts to which A would credit the entire amount charged against 
B, leaving the full charge for renewals of ties, for example, in the 
tie account. To a similar joint facility account B charges on his 
books the amount he pays A. In this manner the original charges 
made by both A and B are not disturbed by these charges and 
credits for the use of joint facilities. By means of these joint 
facility accounts the public is informed as to the amount of such 
interroad payments. 

Outside operations—Another decided change from former prac- 
tices was the segregation of certain services performed by railroads 
for which a charge was made over and above the rate or fare for 
the strictly transportation service, under the head of ‘Outside 
Operations.” Included therein were the services rendered by 
dining-cars, restaurants, sleeping-cars, parlor cars, elevators, stock- 
yards, ferries, etc., etc. The revenues received for such services 
and the operating expenses thereof, by order of the Commission, 
are no longer included in the operating revenues and operating 
expenses of carriers, respectively, but are classified and reported 
separately. This improves the statistical units pertaining strictly 
to the transportation service. 

Switching charges—Under the former conditions switching 
charges were treated in a variety of methods, but in making their 
annual reports to the Interstate Commerce Commission, carriers 
were required to combine the switching charges paid and received 
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into one account. If the balance was a debit, such debit was in- 
cluded in operating expenses, and if a credit, such credit was 
included in earnings. Now, under the order of the Commis- 
sion, the carriers must report all switching collected under the 
caption “Switching Revenue” and the payments of switching 
absorbed to equalize delivery must be deducted from the “Freight 
Revenue.” Other switching payments must be charged to appro- 
priate operating expense accounts. This is a distinct improvement. 

Discount on stock and bonds.—It has been the universal practice 
of carriers to charge to the property the discount and commission 
on securities issued to obtain money to construct railroads. The 
existing accounting orders of the Interstate Commerce Commission 
do not change that practice with regard to commissions paid, but 
prohibit carriers from charging the discount to the property account 
except for the period during construction. Suppose A sells $10,- 
000,000 of 4 per cent fifty-year bonds to obtain cash to construct 
arailroad. The price is go, a discount of 10 per cent, or $1,000,000 
—an average of $20,000 per annum during the life of the bond. 
Suppose the construction lasts two years. A may charge to prop- 
erty investment account the proportion of the discount accruing 
during those two years, or $40,000. The remaining discount, viz., 
$960,000, must be deducted from income at the rate of $20,000 
per year, or the entire $960,000 may be charged direct to profit and 
loss, but only $40,000 may go to the property account. This is on 
the theory that a 4} per cent bond would have sold at par but 
practical men know the bonds of some companies would not bring 
par at any rate of interest. The rate of interest is not the factor 
which absolutely determines the rate of discount; much depends 
on the financial responsibility of the borrower. 

Again, suppose A sells the $10,000,000 of bonds at a discount 
of 5 per cent with a commission of 5 per cent. The transaction is 
virtually the same as when sold at a discount of 10 per cent, but 
in this case, the property account may be charged with the entire 
commission, viz ., $500,000 plus two years pro rata of the discount, 

viz., $20,000, or $520,000 against a charge of only $40,000 when 
sold at a discount of ro per cent. 

Once more, suppose the bonds are sold without discount, but 
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A pays 10 per cent commission. Then A may charge the entire 
commission of $1,000,000 to property investment account, although 
the cash realized by A is the same as in the two former instances 
when the bonds were sold at 10 per cent discount with no com- 
mission, and when they were sold at 5 per cent discoumt with 5 per 
cent commission—absolutely no uniformity. The discount and 
commission are the cost to the carrier of purchasing the money and 
should be included in the property account. A might negotiate 
with a contractor to construct the railroad for $10,000,000 of bonds, 
in which event the entire amount of the loan would be, without 
question, charged to the property investment account. The 
methods of accounting ought to provide for the entire amount of 
the loan to be charged to the property investment account in each 
instance. 

Property paid for by appropriations from income.—Another 
departure from the former practice which was inaugurated in the 
new system of accounts promulgated by the Interstate Commerce 
Commission which is very commendable is the requirement to set 
up in the property account expenditures for additional property 
which represent additional capital investment, appropriated out 
of income. That is to say, if a railroad desires to appropriate five 
millions of dollars of its surplus to pay for double-tracking a portion 
of its line, the additional investment of $5,000,000 is now required 
to be added to the property account, showing a $5,000,000 increase 
in the investment in road and equipment. Under the former prac- 
tice, it was customary to make such charges directly against the 
income or profit and loss account and not increase the amount of 
the property investment thereby. When such charges are made 
to the property account, there is required to be shown on the 
liability side of the balance sheet an offsetting amount under the 
caption “Additions to Property since June 30, 1907, through 
Income.’ The investment in road and equipment because of such 
appropriations for the purchase of property out of income has been 
considerably understated in the past instead of being overstated, 
as is the popular impression. Such understatements will be devel- 
oped through the valuation of the railroad property which has 
recently been ordered by an act of Congress. 
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Insurance premiums.—The Interstate Commerce Commission 
has wabbled in its treatment of premiums paid for insurance. As 
to premiums paid for fidelity insurance, provision has been con- 
sistently made for charging them to the accounts to which the 
salaries and expenses of the bonded employees are chargeable. 
For example, the premium for fidelity bonds of station employees 
is charged to ‘‘Station Supplies and Expenses”’; of general officers 
to ‘Salaries and Expenses of General Officers,” etc. But at first 
the Commission ordered the premium for fire insurance to be 
charged, not to the accounts benefited, but to separate ‘‘ Insurance”’ 
accounts under the five general subdivisions of operating expenses. 
Then the Commission changed its requirements and ordered all 
fire insurance premiums to be charged to general expenses under a 
separate insurance account. This transferred a large item of 
expense from the maintenance subdivision to general expenses. 
This expense is incurred almost exclusively for the benefit of the 
maintenance accounts, and should not be charged to general 
expenses. Recent utterances of the Commission indicate that they 
have recognized this error and that general expenses will be relieved 
of this erroneous charge and fire insurance will at least be placed 
in the subdivisions benefited by the expense. 

Injuries to persons.—Prior to the promulgation of the 1907 
accounting orders of the Commission, the amounts paid in con- 
nection with injuries to persons were quite generally charged to the 
account under the general subdivision known as “Conducting 
Transportation.” This was in conformance with the former 
requirements of the Commission. The 1907 orders provided 
separate accounts for this expense under ‘‘ Maintenance of Way 
and Structures,” “‘Maintenance of Equipment and Transportation 
Expenses.”” Formerly the one account included all payments 
whether on account of employees, passengers, or trespassers, and 
whether the injury was caused by a train accident, shop accident, 
or in construction of a bridge. The new accounts are a decided 
improvement. Now payments for injuries in connection with 
maintenance of way and structures work are included under that 
subdivision of operating expenses; those in connection with 
maintenance of equipment work under that subdivision, and only 
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those incurred directly in connection with movement of traffic on 
trains or at stations are included under transportation expenses. 

Inter pretations—queries—In the administration of these new 
uniform accounts, many questions arose as to the proper classifi- 
cation of certain items, which, by their nature, might be placed 
in two or more accounts, simply because it is not humanly possible 
to anticipate every single item that will appear in the books and 
records of carriers. Railway accounting officers all over the land 
wrote to the Interstate Commerce Commission about this or that 
item. A working arrangement for handling such queries was estab- 
lished as follows: These communications were transposed into the 
form of queries. Tentative answers were given immediately by 
the Commission, so that the inquirers might have something 
to use in the meantime. Then the queries and the answers were 
sent by the Commission to the president of the Association of 
American Railway Accounting Officers, who referred them to the 
appropriate committee of that association. These queries and 
answers were then carefully considered in committee sessions, the 
answers approved, modified, or reversed, and the findings of the 
committees reported to the annual convention of the association 
at which are present from 200 to 300 railway accounting officers. 
The committee findings are reviewed in the conventions and 
approved, revised, or reversed. The findings of the association 
are then reported to the Commission, after which the Commission 
issues to all carriers a bulletin of queries and answers as an order 
of the Commission, and such answers then become the law of the 
land the same as though they had been embodied in the original 
accounting orders. While the findings of the Association of Ameri- 
can Railway Accounting Officers are generally adopted by the 
Commission, it must not be understood that all meet that happy 
fate. Sometimes the bulletins show that those findings have been 
exactly reversed. However, the foregoing plan gives the Com- 
mission the benefit of the views not only of their own experts, but 
of all the railway accounting officers in the United States, working 
singly, in committees, and in annual conventions. 

This paper has been confined to the matter of accounts, as dis- 
tinguished from statistics—the term ‘‘accounts”’ being understood 
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to mean the recording and classification, in a systematic manner, 
of the financial transactions of the carriers. From these accounts, 
together with the various traffic units, statistics are compiled show- 
ing units of service, units of revenue, and so on. The Interstate 
Commerce Commission regards its work concerning the accounts as 
practically completed. New classifications will be promulgated 
as of July 1, 1914, but it is quite likely that those new classifications 
will make no substantial changes in matters of principle, but will 
clarify the text and instructions where necessary, and adjust incon- 
sistencies that have inadvertently crept in, in this mass of com- 
pilations. The Commission is now turning its attention to the 
matter of statistics of railways. The latter subject is receiving 
serious consideration in joint conferences of representatives of the 
Interstate Commerce Commission and of committees from the 
Association of American Railway Accounting Officers. 

This paper has dealt largely with generalities and has omitted 
the details of the various classifications of receipts, expenditures, 
etc. Lack of space forbids going into further detail. Those who 
are interested in this subject and desire to study details should 
obtain copies of the various classifications from the Interstate 
Commerce Commission, which will contain the texts of the orders 
of the Commission, the general instructions pertaining to each 
classification, and the items in each classification together with a 
text for each item, showing just what is included under each account 
in detail. 

It is a matter of some regret that the Interstate Commerce 
Commission has not employed more men who have had actual 
railroad accounting experience, or has not done the next best thing 
—given heads of departments who have not had actual experience 
the benefit of the opportunity to inspect the accounts of carriers 
in their details. Those who have charge of this important work 
should, from time to time, visit personally not only the general 
accounting officers of different railways, but the division, district, 
and shop accounting officers, and should learn at first hand just 
how the accounts are compiled from the original records through 
to the finished reports and statements that go to the Interstate 
Commerce Commission. 
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Owing to the diversity of practice concerning the accounting 
for expenditures of railway companies that existed prior to the 
promulgation of the accounting orders of the Interstate Commerce 
Commission, no accounting officer was fully satisfied with those 
orders. On the whole, however, the result was a good job. The 
accounting orders reflect great credit on the representatives of the 
Interstate Commerce Commission who patiently and carefully 
waded through the mass of detail and intricacies necessary to 
establish what was properly termed “the best American practice.” 


FRANK NAY 
Carcaco 
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WORKMEN’S COMPENSATION IN THE UNITED STATES: 
A REVIEW 


Systematic indemnity for work accidents is a new thing in the 
United States. So novel to our jurisprudence is the principle of 
liability without fault, that only two years ago it was declared by a 
high court of justice to be not “due process of law.” The first 
legislative attempt to apply the principle to industrial injuries was 
made within the last five years; the earliest extant laws embodying 
it date only from 1911. But the progress of workmen’s compensa- 
tion has been as rapid as its introduction was late. That the 
industry, rather than the individual workman, should bear the 
inevitable hazard of production is demanded by current ideals of 
social justice. The common-law rules are universally felt to be 
“neither just, expedient, nor humane.’* Already, therefore, work 
accident indemnity on the basis of occupational risks is the declared 
policy of some twenty states and, as respects its own employees, of 
the federal government.? Rarely has an economico-legal reform of 


1 Former President Roosevelt in the Georgia Day address at the Jamestown 
Exposition, June 7, 1910, quoted by Professor Pound, 19 Green Bag 614. 

2 Statutes have been enacted as follows: Maryland: April 8, 1902, elective coal 
miners’ insurance; April 7, 1910, compulsory coal miners’ insurance (unconstitutional) ; 
April 15, 1912, permissive insurance; United States: March 30, 1908, compensation 
for certain classes of federal employees; Montana: March 4, 1909, compulsory coal 
miners’ insurance (unconstitutional); New York: May 23, 1910, permissive compen- 
sation; June 25, 1910, compulsory compensation (uaconstitutional); Kansas: March 
14, 1911, and March 12, 1913, elective compensation; Washington: March 14, 1911, 
compulsory state insurance; Nevada: March 24, 1911, compulsory compensation; 
March 15, 1913, elective state insurance; New Jersey: April 4, 1911, elective com- 
pensation; California: April 8, 1911, elective compensation; May 9, 1913, compulsory 
compensation; New Hampshire: April 15, 1911, elective compensation; Wisconsin: 
May 3, 1911, and June 26, 1913, elective compensation; Illinois: June 10, 1911, and 
June 28, 1913, elective compensation; Ohio: June 15, 1911, elective state insurance; 
March 14, 1913, compulsory state insurance; Massachusetts: July 28, 1911, elective 
compensation; Michigan: March 20, 1912, elective compensation; Rhode Island: 
April 29, 1912, elective compensation; Arizona: June 8, 1912, compulsory compensa- 
tion; West Virginia: February 22, 1913, elective state insurance; Oregon: February 
25, 1913, elective state insurance; Texas: April 16, 1913, elective compensation; Iowa: 
April 18, 1913, elective compensation; Nebraska: April 21, 1913, elective compensa- 
tion; Minnesota: April 24, 1913, elective compensation; Connecticut: May 29, 1913, 
elective compensation. 
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similar magnitude been so swiftly achieved. It is true that the 
railway compensation bill was rejected by Congress, and that some 
of the chief industrial commonwealths still cling to the outworn 
remedies of the common law. But it is more significant that legis- 
lation of the new type was enacted in seven states during the current 
year and is now a live issue in New York, Pennsylvania, Indiana, 
Missouri, Colorado, and South Dakota. Another biennium is likely 
to see the principle of occupational risks established everywhere 
outside of the far South. 

A social movement at once so rapid, so situs, and so 
significant deserves, and has received, a large measure of attention 
from economists, lawyers, and statesmen. It is not proposed here 
to recount the causes, or to narrate the course, of this remedial 
legislation. Rather, the existing laws and the meager record of 
their operation to date will be examined in the light of the social 
problem which they seek to solve. If the examination should seem 
to dwell more upon defects than upon excellences, it should be 
remembered that the subject is new to this country and that trial 
and error is the approved method of social advance among English- 
speaking peoples. Moreover, while many have praised, few have 
criticized the details of the new legislation. 

To anyone acquainted with workingmen’s insurance in Europe 
the most obtrusive feature of the American compensation laws is 
their exceedingly restricted scope. The federal act is limited to 
certain classes of public employees. Of the twenty-two state laws, 
six' are confined to enumerated “dangerous trades,” ten? exclude 
domestic service and farm labor, and three? others exempt small 
employers. Persons engaged in interstate or foreign commerce are 
expressly excepted by several of the acts and are practically ex- 
cluded in any case by the limitations of state jurisdiction. 

The most serious of these omissions—railway transportation 
—falls without the province of state action. Agriculture, domestic 
service, and the petite industrie generally were excluded on grounds 

* Arizona, Illinois, Kansas, New Hampshire, Oregon, and Washington. 

2 California, Iowa, Massachusetts, Michigan, Minnesota, Nebraska, Nevada, 
Rhode Island, Texas, and West Virginia. 


3 The conditional abrogation of common-law defenses applies only to employers of 
five or more persons in Connecticut and Ohio and of four or more in Wisconsin. 
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of political expediency. No doubt the aggregate number of persons 
employed in these occupations is very great and the hazard of 
certain farm operations is considerable. Yet it was in none of these 
employments that the demand for accident indemnity arose. 
Throughout this non-capitalistic field, self-employed labor con- 
tinues dominant. In so far as the wages system obtains, the old 
personal relationship of employer and employee has not been super- 
seded by the “‘cash nexus.” Such injuries as occur usually are 
cared for, if not compensated, at the employer’s expense. Doubt- 
less these industries also should ultimately be brought within the 
scheme of accident indemnity. Meanwhile, it is worthy of note 
that the pressure for their immediate inclusion comes not from 
the supposed beneficiaries, but from those whose interest it is to 


maintain a low scale of compensation in the more hazardous 


employments. 

Upon the whole, having regard to their character as pioneer 
legislation, no great fault could be found with the scope of the 
present compensation laws were it not for the elective feature which 
mars so many of them. When the compulsory act of New York was 
held unconstitutional the advocates of similar legislation elsewhere 
took counsel of despair. Whence it happens that of the laws now 
on the statute books but four are compulsory.t Two are permissive 
merely and, of course, wholly futile—one employer with thirty-six 
workmen has accepted the New York act while all with one accord 
have rejected the Maryland insurance scheme. The remaining 
sixteen acts are quasi-elective. Nominally these statutes offer a 
choice to both employer and employee. But if the employer 
chooses to reject the act he is stripped of some or all of his com- 
mon-law defenses and left liable for all such injuries as are attribut- 
able to his (legal) ‘‘fault.”” In Iowa it is even presumed, until the 
contrary appears, that a work injury was caused by the employer’s 
negligence. The workman, of course, has no option unless his em- 
ployer accepts compensation, nor is his option good for much even 
then since its exercise would most likely cost him his job. It is 
difficult to see how any court which would uphold such a method 
of indirect coercion could balk at a frankly compulsory statute. 

* Arizona, California, Ohio, and Washington. 
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But if the advantages of the quasi-elective plan are few and 
doubtful, its limitations are decided. Such an act must be so 
drawn that the cost will be no greater within than without the 
scheme, else it will be rejected by most employers. This means a 
low scale of compensation, on the one hand, and, on the other, a 
stringent rule of employers’ liability. Even so, insurance carriers 
may, for ends of their own, largely defeat the remedial purpose of 
the legislation. It is an additional evil that the elective plan 
establishes unequal justice. Workmen in the same occupation and 
in the same state who happen to be under different employers are 
subject to different laws as respects injuries sustained in the course 
of their employment.' 

These weaknesses have had abundant illustration in the short 
history of quasi-elective compensation laws. The California act, 
during the third half-year of its operation, covered but one-sixth of 
the work accidents occurring in that state? The Ohio state insur- 
ance plan, after eighteen months, had been accepted by no more 
than 2,000 employers and 120,000 workmen—less than 10 per cent 
of the industrial population. In Wisconsin somewhat less than 
one-half of the accidents reported during the second year after the 
passage of the act were under compensation.’ The reasons assigned 
for this comparative failure substantiate what was said above as to 
the limitations of the elective plan. The California and Wisconsin 
acts established a relatively liberal scale of benefits at the same time 
that they preserved the great defense of contributory negligence 
to employers who rejected compensation. The Ohio state fund 
encountered fierce competition on the part of casualty underwriters 
who did not scruple to insure employers outside the act at rates 
much below cost, if thereby they might discredit the state insurance 
plan.‘ The argument is only strengthened by the better success of 
such statutes as those of Massachusetts, Michigan, and New 

* See Report of the Employers’ Liability and Workmen’s Compensation Commission, 
Senate Document No. 338, Sixty-second Congress, 2d session, pp. 256ff., brief of 
Professor Ernst Freund. 

2 Statistical Bulletin of the Industrial Accident Board, January 1 to July 1, 1913, p. 4. 

3 In September, 1913, after the amended act became operative, the percentage was 
73.4. It was nearly 80 during the first two weeks of October. 


4 See Downey, Work Accident Indemnity in Iowa, pp. 150-52. 
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Jersey, which combine niggardly benefits with rigorous employers’ 
liability. In Massachusetts, where these two prime inducements 
are supplemented by exceptionally cheap insurance, about 750,000 
workmen were within the protection of the act at the close of the 
first year. The New Jersey law, which presumes acceptance unless 
notice of rejection is filed, made an even better showing, barely 6 
per cent of the accidents reported being under common law.* 

Taught by these experiences, California and Ohio have aban- 
doned the elective plan, while Illinois and Wisconsin have adopted 
the New Jersey expedient of presuming acceptance at the same 
time that they have made more stringent the liability of employers 
who reject compensation. The newer laws generally incorporate 
these latter features. Of sixteen quasi-elective acts, ten presume 
acceptance and thirteen conditionally abrogate the three notorious 
defenses of fellow-servant, contributory negligence, and assumption 
of risk. But even the most denatured elective laws will hardly 
prove permanently effective unless the scale of benefits is low. If 
employers find that insurance is cheaper without than within the 
statute they will not be caught a second time by the mere failure to 
exercise their option. And adequate compensation is likely to cost 
more, under the same system of insurance, than common-law 
liability even with the infamous three defenses removed. 

The quasi-elective plan, therefore, is, in large part, responsible 
for the gravest defect of the existing compensation laws—the miser- 
ably inadequate relief afforded by most of them. Fifty per cent of 
wages after the first two weeks is the usua] indemnity for temporary 
disability.2 Even this stipend is subject to stated maxima—com- 
monly ten dollars per week—so that it amounts to no more than 
one-third of the ordinary earnings of highly skilled workmen. 
Having regard both to the maximum limit and to the “ waiting- 
period,” it is probable that, in most states, workmen temporarily 

t The facts as to the number of employers and employees subject to the several 
compensation acts were obtained by a questionnaire sent to the proper administrative 
boards. 

? California and Wisconsin pay 65 per cent, Ohio 66% per cent, and Texas 60 per 
cent of wages. Oregon and Washington pay flat monthly pensions which, however, 
may not in any case exceed 60 per cent of wages. One-half of wages is the rule in 
sixteen states. 
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disabled bear at least three-fourths of the wage loss entailed by their 
disability." The significance of this fact lies wholly in the economic 
situation of wage-earners. To the business or professional man 
three weeks’ income may be no great matter but to the ordinary 
working-class family the loss of thirty or forty dollars means serious 
privation. 

Niggardly medical relief still further reduces the benefit to 
workmen. Seven states? make no provision for medical, surgical, 
or hospital treatment. In four states* such provision is made for 
two weeks, in two,‘ for three weeks, in one,’ for seven days. In not 
more than five states® can the medical benefit be considered reason- 
ably adequate. Probably few persons not specially familiar with the 
subject realize the seriousness of this deficiency. In Washington, 
where injured workmen must pay their own doctor bills, medical 
and hospital costs absorb nearly the whole indemnity for temporary 
disabilities and about one-sixth of the nominal compensation for 
permanent injuries.’ Under the Wisconsin act, which provides full 
medical relief, this single item makes up one-third of the amount 
of all relief.* But the evils resulting from injuries received do not 
end with the immediate hardship inflicted. Curative care is in a 
peculiar degree preventive of later burdens. Not only does it 
save expense to the employer by shortening the period of disability; 
it obviates many an amputation and many a stiffened limb. 

t The average duration of 1,077 temporary disabilities in Washington was approxi- 
mately 25 days (First Annual Report of the Industrial Insurance Department, p. 283). 

In California the average duration of 8,681 such disabilities was 27.8 days (First 
Annual Report of the Industrial Accident Board, pp. 20-21). 


Assuming that a similar average would hold good in other states, 50 per cent of 
wages for the usual compensation period would equal rather less than one-fourth of the 


wage loss. 
2 Arizona, Kansas, Maryland, New Hampshire, Nevada, New York, and 


Washington. 
3 Iowa, Massachusetts, New Jersey, and Rhode Island. 
4 Michigan and Nebraska. 5 Texas. 


6 California, Illinois, Ohio, Oregon, and Wisconsin. 

1 First Annual Report of the Industrial Insurance Department, p. 283. 

8 The Employers’ Mutual Liability Insurance Company of Wausau, Wis., has paid 
$110,678. 24 for all relief, of which $36,850.69 was for medical aid (Financial Statement, 
September, 1913). The reports of employers carrying their own risk indicate a still 
higher proportionate expenditure for medical relief. 
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Economy at this point is more than unjust; it is uneconomical as 
well. In European countries medical relief has developed pari 
passu with social insurance." American commonwealths might 
well profit by their example. ; 

It is, however, the more serious injuries that are least adequately 
indemnified in the United States. Compensation for permanent, 
total disability ceases at the end of six years in two states,? at the 
end of eight years in seven,’ and at the end of ten years in four.‘ 
Only eight acts® grant life-pensions in such cases; three® even of 
these ultra-generous laws reduce the stipend of any pensioner who 
survives a certain period of years, and one’ limits the relief to six 
dollars aweek. A workman totally incapacitated at thirty—and the 
average age in extra-hazardous employments is scarcely more—has 
a life expectancy of twenty-five years.* Current morality does not 
countenance suicide at forty and the invalid can hardly be expected 
to accumulate a competence out of perhaps ten years’ half-pay. 
What, then, is the theory upon which compensation is cut short at 
the expiration of an arbitrary term ? 

The widow and orphan receive even less consideration than the 
invalidated workman. Only Oregon, Washington, and West 
Virginia grant pensions during the continuance of dependency. 
Three years’ wages in some three hundred weekly instalments is the 
modal death benefit. It is comparatively a minor matter that the 


1 See Gibbon, Medical Benefit in Germany and Denmark. 

2 New Hampshire and Rhode Island; 300 weeks in each case. 

3 Iowa (400 weeks), Kansas (8 years), Minnesota (400 weeks), Nevada (100 
months), New Jersey (400 weeks), New York (8 years), Texas (400 weeks). 

4 Connecticut (520 weeks), Massachusetts (500 weeks), Michigan (g00 weeks), 
Wisconsin (65 per cent of weekly wages until 6 years’ wages have been paid). Arizona 
limits the total to $4,000, which comes to about ten years’ half-pay. 

5S California, Illinois, Maryland, Nebraska, Ohio, Oregon, Washington, West 
Virginia. 

6 California (after 240 weeks), Illinois (after 8 years), Nebraska (after 300 weeks). 

7 West Virginia. 

§ Impaired life. 

» Approximately three years’ wages: California, Connecticut, Iowa, Kansas, 
Maryland, Massachusetts, Michigan, Minnesota, Nebraska, New Jersey, New Hamp- 
shire, and Rhode Island; approximately four years’ wages: Arizona, Illinois, Nevada, 
New York, Ohio, Texas, Wisconsin. There are many differences of detail. Iowa, 
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pension should be inadequate, even while it lasts, to make good the 
loss of the husband’s earnings, but it is a serious thing that the child 
who was a babe in arms at his father’s death should be abandoned 
at the very door of the public school. And it is a singular aggrava- 
tion of parsimony that, in most states, the burial expenses must be 
met out of the survivors’ pittance." 

Such parsimony is customary, if not justifiable, in public poor 
relief. But workmen’s compensation laws are avowedly based upon 
the theory that the pecuniary costs of work accidents should be 
borne by the industry in which the accidents occur. On this 
principle, the loss incurred, rather than the subsistence minimum, 
is the proper measure of indemnity. The pecuniary costs of work 
injuries comprise the expense of burying the dead and caring for 
the injured, and the actuarial value of the wages lost. No legisla- 
tion can be considered just which does not adequately cover these 
items. A reasonable waiting-period and some deduction from full 
wages are proper in cases of temporary disability to discourage 
malingering. And the income loss in the case of death is obviously 
less than earnings by the amount of the breadwinner’s personal 
expenditure. On these grounds a total invalidity pension might 
reasonably be fixed at three-fourths, and a total dependents’ pension 
at two-thirds, of average earnings. But there is no ethical or 
economic justification for a maximum limit which deprives the 
higher-paid employees of compensation proportionate to their 
wages. Full indemnity to skilled workmen costs no more, in per- 
centage of pay-roll, than the like indemnity to the unskilled. And 
it is socially undesirable that artisans should have their standard 
of life reduced, or that their children should be deprived of educa- 
tional advantages, because of work accidents. There is even less 
excuse for terminating any pension while invalidity or dependence 
Massachusetts, Michigan, and Rhode Island pay 50 per cent of wages for 300 weeks, 
Nebraska for 350 weeks, Nevada for 100 months. Texas allows 60 per cent of earn- 
ings for 360 weeks. In Minnesota and New Jersey the payment ranges from 25 per 
cent to 60 per cent of wages for 300 weeks, the percentage varying with the number 
of dependents. 

* Burial expenses are paid only when there are no dependents in fourteen states. 
Connecticut, Iowa, Nebraska, Nevada, Ohio, Oregon, Washington, and West Virginia 
allow such expenses in all cases. 
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continues. Judged by any reasonable standard, then, the American 
compensation acts, with their long waiting-periods, partial medical 
relief, low maxima, and meager pensions for limited terms, fall far 
short of adequacy. 

Next to the amount of compensation, workmen are interested 
in its certainty. Here, also, American legislation is deficient. 
Eight’ states require no insurance or other security. In nine? 
states the employer must either insure his liability or satisfy the 
proper administrative authorities of his pecuniary responsibility. 
But the latter requirement, as commonly administered, is far from 
affording complete security; an employer who is solvent when an 
accident occurs may go into bankruptcy before compensation pay- 
ments are completed. If self-insurance is to be permitted it should 
be supplemented by a guaranty fund or by the compulsory purchase 
of an annuity in every case of continuing payments. This is the 
plan pursued in Belgium and other European countries, but no 
American legislature has seen fit to adopt it. Even the state 
funds are not altogether above suspicion in this particular, for the 
states do not guarantee the solvency of the funds. 

Insurance is not only a guaranty of compensation payments, but 
it is, as well, a means of distributing the burden of accident indem- 
nity. The theory of occupational risks assumes that the cost will 
be spread over the whole industry and incorporated in the price of 
the product. Such shifting can be completely accomplished only 
through some form of insurance which imposes equal charges for 
equal hazards throughout a given competitive field. Obviously, it 
is beyond the power of any single state to give full effect to this 
principle. In practice, few of the acts under review secure approxi- 
mate equality even within the jurisdictions to which they apply. 

Ohio and Washington obtain uniformity of costs by means of 
compulsory state insurance; such differences as exist within the 
same risk class are in the nature of penalties for preventable 
hazards. In Massachusetts publicity of insurance rates and the 


* Arizona, California, Kansas, Minnesota, Nebraska, New Jersey, New York, and 
Rhode Island. 

2 Connecticut, Illinois, lowa, Maryland, Massachusetts, Michigan, New Hamp- 
shire, Texas, and Wisconsin. 
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prohibition of discrimination have produced nearly the same result.' 
New Jersey and Wisconsin also have enacted anti-discrimination 
laws, but too recently to justify any conclusion as to the probable 
result. Elsewhere the prevalence of competitive rate-cutting 
precludes anything like regularity of insurance charges for similar 
risks. Under those elective acts which have been rejected by a 
considerable number of employers, the confusion is worse con- 
founded. This is likely to be the case even in Oregon, Nevada, 
and West Virginia, which have optional state insurance. 

As respects economy of operation—a matter of interest to con- 
sumers as well as employers—the advantage appears to lie 
altogether with compulsory state insurance. In Washington, dur- 
ing the first eighteen months, the total expense of administration 
was but little more than 11 per cent of the compensation claims 
paid;? in Massachusetts, during 1912, the expense and profits 
“loading” amounted to 190 per cent of the compensation costs 
incurred. Doubtless this showing is unduly favorable to the state 
plan. Premium rates in Massachusetts have been reduced by more 
than one-fourth since 1912. Moreover, there is a certain catas- 
trophe hazard, and a certain normal increase in compensation cost 
to be provided for out of the huge sums retained by insurance 
companies. Yet, when all is said, the fact remains that competitive 
insurance is extremely wasteful. The mere expense of soliciting 
business—an item wholly eliminated under the compulsory state 
system—comes, at the lowest, to 17} per cent of the premiums 


* The Massachusetts law does not require that all insurers shall have the same rates 
but only that each insurer shall adhere to the rates filed with the commissioner of 
insurance and that no risk shall be insured at a /ess rate than that approved by the 
commissioner as adequate. In practice all the companies quickly meet the lowest rate 
filed by any of them. Under this system rates not only are substantially uniform, as 
among the several insurance companies, but have tended continually downward. 

2 Rates were filed August 1, 1913, in Wisconsin and October 1, 1913, in New 
Jersey. The rates filed are subject to no approval or regulation, the acts being aimed 
solely at discrimination. In Wisconsin the several insurance carriers have filed widely 
different rates on the same risk classes. 

3 Bulletin No. 4, Industrial Commission of Washington. The reserves to secure 
continuing payments are included in the compensation paid to make the figures com- 
parable with those of Massachusetts. 

4 Fifty-Eighth Annual Report of the Commissioner of Insurance, Part II, p. vii. 
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received.? Added to which, all the expenses of management are 
multiplied by the multiplicity of insurers. Whence it rarely, if ever, 
happens that workmen or their dependents receive as much as one- 
half of the premiums paid by employers to private insurance 
carriers. In Washington, if expenses were paid out of premiums, 
about eighty-nine cents out of every dollar would reach the ultimate 
beneficiaries. 

A comparison of premium rates under the two systems points in 
the same direction. An average of some ninety risk classes shows 
that the Ohio state rates are less than one-third of the rates filed in 
Wisconsin by the conference insurance companies. The two acts 
are not dissimilar in their scale of benefits; that of Ohio being, if 
anything, the more liberal. Such a comparison, to be sure, is not 
altogether fair; administrative expenses in Ohio are borne by the 
public treasury and the Wisconsin rates, as filed, are subject to 
certain discounts for superior safety conditions. But the difference 
is too great to be thus explained away. 

The fact appears to be that the stock companies have not based 
insurance rates upon an actuarial calculation of cost but have 
charged what the traffic would bear. It is easy to test this state- 
ment. If statistical experience were relied on, premium rates under 
different acts should bear a fairly constant ratio. The facts are 
grotesquely otherwise. Taking the Wisconsin conference rate as 
100 in each case, the Massachusetts conference rate is 19 on boot 
and shoe factories, 38 on leather glove-makers, go on coal docks, 18 
on hotels and restaurants, 66 on reinforced concrete construction, 
and go on interurban railways.? In Wisconsin the rate on boot and 
shoe factories is twice that on leather glove factories; in Massa- 
chusetts the two are identical. To judge from the Massachusetts 
manual, reinforced concrete construction is some sixteen times as 
hazardous as the business of restaurant keeping; in Wisconsin the 
relative risks are rated as nine to two. Interurban and street 
railways are rated as eleven to seven in Wisconsin and as one 
hundred to twenty-two in Massachusetts. These discrepancies are 


t The percentage of ‘“‘acquisition expenses” allowed by the Insurance Department 
of New York and adhered to in Massachusetts. 


2 These comparisons are made on the basis of rates on file September 30, 1913 
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the more remarkable because they occur in the official manuals of 
the same insurers under laws which were enacted in the same year. 
It cannot be pretended that the relative hazards of industries are 
widely different in the two states. If the above rates are fair, 
relatively to each other, in Massachusetts, they are grossly dis- 
criminatory in Wisconsin, and vice versa. Nor can it be said that 
such discriminations are inadvertent; if it were a case of mistake or 
of inadequate experience, the same classes would be overcharged in 
both states. Systematic discrimination, indeed, appears to be a 
normal feature of unregulated competitive insurance. 

Intentional discrimination apart, it is impossible in the present 
state of inexperience to compute just rates for compensation insur- 
ance. For some years to come all rate-making in this field must be 
largely conjectural. Here, again, the stock companies are at a 
disadvantage. At most they can rectify future, not past, premiums. 
Under either the state or the mutual plan, on the contrary, even 
past inequalities can be corrected in subsequent assessments." 

A priori, there is much reason to believe that compulsory mutual 
insurance, after the German model, would prove as economical, and 
as free from discrimination, as the compulsory state system. An 
employers’ association would certainly be less open to political 
influence and more strict in the rejection of unfounded claims than 
the most conscientious of state departments. Unfortunately, this 
plan has not been tried in the United States. The claims of 
its advocates, however, derive much support from the very credit- 
able record of the voluntary mutuals. One such organization? in 
Wisconsin has paid $110,000 in compensation claims at a total 
expense of $55,000—a striking reversal of the stock companies’ ratio 
between these two items. The smaller expense loading is reflected 


t The Washington state rates have proved excessive throughout but in very differ- 
ent degrees. Assessments have, accordingly, been scaled down or omitted altogether 
according to requirements. In nine of the forty-eight classes there have been but three 
monthly assessments in eighteen months—i.e., the premiums collected have been only 
one-sixth of those allowed by law (Bulletin No. 4, Industrial Insurance Commission of 
Washington). 

2 Financial Statement of the Employers’ Mutual Liability Insurance Company, 
Wausau, Wis., September, 1913. The Massachusetts Employers’ Insurance Associa- 
tion reports a total expense ratio of 164 per cent to earned premiums—about 4 per cent 
less than the Wisconsin Mutual (First Annual Statement, July 1 to December 31, 1912, 


p- 11). 
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in lower rates. The Master Plumbers of Milwaukee insure their 
members for 1 per cent of pay-roll instead of the 24 per cent charged 
by the conference companies; the laundrymen’s inter-insurance 
rate is $1.25 per $100 of pay-roll as against the stock-company rate 
of $3.36. In Massachusetts, also, the competition of the strong 
Employers’ Insurance Association has been a potent factor in secur- 
ing cheap insurance for the employers of that state." But neither 
the state nor the mutual system can attain its full efficiency unless 
it is exclusive and compulsory. So long as the state fund or the 
mutual company has to compete with private insurance carriers it 
will be forced to indulge in many of the wastes of competition— 
advertising, solicitors’ salaries or commissions, duplicate inspection 
service, and the like. By the same token, it will have to forego the 
economies incident to the maximum volume of business and it will 
be handicapped in its efforts to enforce safety standards. 

Whatever the form of insurance, strong administrative control is 
indispensable to protect the rights of workmen. Allow but a pretext 
for taking compensation cases into court, and claimants will be at 
the mercy of the claim adjuster. Not that litigation will often be 
resorted to: the mere threat of it will enable the shrewd adjuster to 
effect many an unconscionable settlement. Even the requirement 
that settlements be approved by a court of nisi prius is insufficient. 
Judges are unfitted by their very training for the performance of 
ministerial duties, nor can they devote much time to such matters 
without neglect of their primary functions. Despite these obvious 
considerations, reinforced though they are by abundant experience, 
eight? states make no other provision than court procedure for the 

* The average rate on sixty-two risk classes accepted by the association is 44 per 
cent of the Wisconsin conference rate; the average rate on nineteen classes not accepted 
by the association is 60 per cent of the same base. When the workmen’s compensation 
act went into effect the association’s rates, on most classes, were about one-half of the 
stock-company rates. The latter have repeatedly been reduced to meet the associa- 
tion’s competition. The writer has in his possession a stock-company manual, dated 
June, 1912, with pen-and-ink corrections to September, 1913. Some rates have been 
cut four or five times, the final rate being, in particular instances, less than one-third 
of the original. 

2 Arizona, Connecticut, Kansas, Minnesota, Nebraska, New Jersey, New York’ 
and Rhode Island. Preliminary arbitration is optional in Arizona, Nebraska, and 
New York, and obligatory in Kansas. Connecticut provides for special compensation 
commissioners to assist the courts. 
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administration of their compensation laws. Even the elementary 
matter of statistical records was overlooked in several of these 
commonwealths, in so much that it is impossible to ascertain how 
many or what employers or employees are subject to compensation, 
how much indemnity is paid for any class of injuries, how muhc 
employers expend for compensation or insurance, or what effects 
might reasonably be anticipated from any proposed amendment to 
the existing law. Most of the remaining compensation acts create 
administrative boards' ad hoc, vested with rather wide powers and 
subject to court review only on the grounds of fraud, want of juris- 
diction, or insufficiency of the facts found to support the award. 
Such boards have it in their power to minimize the wastes of litiga- 
tion. But accident indemnity is no isolated problem. On the 
contrary, it stands in the closest relations with accident prevention 
and with all measures looking to the health, safety, and comfort of 
industrial waye-workers. Yet, in most states, these cognate sub- 
jects are divided among two or more boards or bureaus with over- 
lapping jurisdiction. It is no unusual spectacle to find an industrial 
accident board, a labor bureau, a mine inspection department, and 
a minimum-wage commission striving to administer so many 
fragments of labor legislation. In only three states? are the safety 
statutes administered by the same body as the compensation act, 
and only in Ohio and Wisconsin is all labor law brought within the 
purview of a single commission. 

It is particularly unfortunate that so few of the commonwealths 
have seen fit to correlate accident prevention with accident relief. 
Those who know the subject at first hand agree that a principal 
reason for the appalling frequency of industrial injuries in the 
United States has been the want of sufficient pecuniary pressure 
upon employers to adopt preventive measures. Systematic 

t California, Illinois, Massachusetts, Michigan, and Texas have industrial accident 
boards, Iowa an industrial commissioner, Oregon an industrial accident commission, 
and Washington an industrial insurance department (of three members), each ad hoc. 
Nevada has an Industrial Commission composed of the governor, attorney-general, 
mine inspector, and two appointed commissioners. The New Hampshire act is admin- 
istered by the commissioner of labor, and that of West Virginia, singularly enough, by 
the Public Service Commission. 

? California, Ohio, Wisconsin. 

3See Eastman, Work Accidents and the Law; Shearman and Redfield, Law of 
Negligence, 5th ed., p. viii. 
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indemnity supplies the needed incentive. It can now be clearly 
brought home to employers that prevention is cheaper than com- 
pensation. That the lesson may be well learned, however, the 
means of prevention must be pointed out. To this end the Indus- 
trial Commission of Wisconsin has conducted a safety propaganda, 
supervised by a well-known safety expert,’ and supplemented by the 
regular visits of trained factory inspectors. By such means the 
number of serious machine accidents was reduced by more than 
one-fourth within a year’s time. No such results could have been 
achieved by the divided efforts of several distinct departments. 

The pecuniary argument for accident prevention is most effect- 
ively put in the “merit rating’ of compensation insurance. 
“Merit” or “schedule” rating, in this field, is far from having 
attained either precision or uniformity? All the systems, how- 
ever, involve the fixing of a basic rate for standard establish- 
ments in each risk class with stated additions or deductions for 
specific conditions affecting the degree of hazard.* Properly 
worked out, the plan makes possible a direct comparison be- 
tween the cost of given preventive measures and the resultant 
saving in insurance premiums. Safety becomes emphatically a 
business proposition. 

“Merit” rating hitherto has not been widely used in this 
country. Its effectual application, indeed, presupposes some ad- 
ministrative control of insurance charges, such as obtains in very 
few of the United States. Even where the requisite machinery ex- 
ists, it is, of course, too early for more than tentative beginnings in 
this direction. The experiments already in progress exhibit a rough 
gradation from the flat rate which takes no account of differences 
between establishments in the same industrial group to a schedule 
of specific credits and demerits. The Washington state fund 
exemplifies the method in its lowest stage of development. Rates 
are uniform within each class, the sole exception being that an 
employer who maintains abnormally hazardous conditions may be 

t Mr. C. W. Price, formerly with the International Harvester Company. 

* The idea appears to have been borrowed from fire underwriting as to which 
“schedule” rating has long been the practice. 

3 The standard is sometimes the ideally perfect plant (Ohio Industrial Commis- 


sion), sometimes the model or normal establishment (Prudential Casualty Company), 
sometimes the worst insurable risk (conference casualty companies). 
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assigned to a higher risk class than that of the industry in which he 
is engaged. Even this power is rarely exercised." In Massachu- 
setts, departures from the regular tariff may be made by either 
“special” or “schedule” rating. A special rate applies only to a 
particular establishment and requires the approval of the insur- 
ance commissioner in each case. The schedule plan is of general 
applicability and permits certain discounts for specified physical 
conditions.* In Ohio merit rating is universally applied. Those 
establishments which report not more than ten disabling accidents 
for each one hundred thousand dollars of pay-roll take the lowest 
rates in their respective classes. This basic premium is increased 
by 3 per cent for each additional accident and by a further 20 per 
cent plus twenty-five dollars for each death or permanent total 
disability.2 This method is simple, uniform, and comprehensive 
but appears to be faulty in principle. Whereas the accident 
experience of a very large establishment may be a fairly trustworthy 
indicium of hazard, the experience of a small plant affords no 
sufficient basis for the determination of relative risk. As applied to 
the smaller business units, the Ohio plan violates the very principle 
of averages which underlies all insurance. In effect, it obliges each 
employer to bear his own losses. A sounder method is proposed for 
the California state fund,‘ though, since membership in the fund is 
optional, the scheme can have only a limited application at best. 
Upon the whole, the Wisconsin experiment holds out the best 
promise of large results. Schedule rating upon an inspectional 
basis is already the rule in this state. To be sure, the half-dozen 
schedules in use differ rather widely from each other; all are crude 
and some appear to be little more than clumsy masks for discrimi- 
nation. None the less, with the system of checks devised by the 
Industrial Commission, honest rating will, in due time, be enforced 

* Letter from the Industrial Insurance Commission, October 9, 1913. 

2 See the Specific Discount Rate Certificate of the Massachusetts Insurance Depart- 
ment, Workmen’s Compensation Bureau, and the Merit Rating Circular of the Massa- 
chusetts Employees’ Insurance Association. 


Only one hundred special rates have been approved in fifteen months’ time (letter 
from Insurance Commissioner Frank H. Hardison, October 10, 1913). 


3 Manual of Rules and Rates, November 1912, pp. xxxvi, xxxvii. 
4 See A Proposed Schedule of Risk Rating, issued by the Industrial Accident Board. 
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and uniformity is likely to come as soon as standards shall have 
been defined by actuarial experience. 

There is some pretense at merit rating even in states where each 
insurance carrier is a law unto itself,’ but in these states competi- 
tive rate-cutting prevents any real enforcement of safety standards. 
So long as the employer’s premium depends mainly upon his 
bargaining ability he has little incentive to spend good money for 
accident prevention. And this, unfortunately, is the situation 
under a majority of the existing compensation acts.? 

The foregoing review has revealed little cause for complacency 
on the subject of workmen’s compensation in the United States. 
The laws thus far enacted cover but a fraction of the industrial 
population. Within the score of commonwealths to which it is 
confined, the new legislation is defective in scope, illiberal in the 
scale of indemnity, commonly deficient in administrative machinery, 
unduly expensive in proportion to the benefits conferred, and, for 
the most part, comparatively ineffectual for the prevention of 
industrial injuries. It is not to the credit of the wealthiest of 
nations that, having been the last to provide systematic relief for 
work accidents, it should also be the least generous in the provision 
so tardily made. Still less is it creditable to American statesman- 
ship that the rich experience of Europe should have been so little 
utilized, or that the very defects of the British workmen’s compensa- 
tion act should have commended it as the principal model for this 
country. 

Yet, with all its imperfections, the accident indemnity legislation 
of the United States is a notable achievement—praiseworthy by 
contrast with what has gone before, however poor in comparison 
with what has been done elsewhere. The movement for working- 
men’s insurance has only begun, but it is much that a beginning has 
been made. No state is likely to abandon the principle of com- 

* The schedule put out by the Workmen’s Compensation Service Bureau (con- 
ference companies), e.g., is of general application. 


2A non-conference company writes in reply to inquiry: “As a matter of fact 
manuals are of little use in the state of Illinois because the companies are rating business 
on what they term the ‘merit system.’” A later letter states: “We have no merit 
rating system in the state of Illinois.” From which it can only be inferred that rates 
are governed by willingness to pay. 
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pensation. On the contrary, that principle bids fair to find 
universal acceptance within another decade. It may reasonably be 
expected, too, that the existing laws will be perfected by successive 
amendments—a process already well under way." The clumsy 
device of quasi-election will be superseded by constitutional 
amendment or by a more rational interpretation of ‘due process of 
law.””’ Employments now excluded will be brought within the 
statutes. The scale of benefits will gradually be raised to a reason- 
able standard. Administrative defects will be remedied and means 
will be found to effect a just and economical distribution of the 
pecuniary burden. Such, at least, has been the course of similar 
legislation in European countries. Meanwhile, the very diversity 
of the present laws is no unmixed evil. When a problem is to be 
solved experimentally there is safety in a multitude of experiments. 
Wisdom is not confined to Europe nor have all questions of social 
insurance been settled in the Old World. Who shall say that 
America has no contributions to make in this field or that social 
insurance may not here assume new forms, better adapted than any 
now extant to our peculiar circumstances? Viewed, therefore, as _ 
an earnest of things hoped for, the progress already made on this 


side of the Atlantic is full of encouragement. 


E. H. Downey 
Mapison, WIs. 


t Of the nine laws enacted in 1911, seven were radically amended in 1913; two 
were made compulsory, one was greatly enlarged in scope, one was provided with 
administrative machinery; two became more coercive in character; three made ampler 
provision for permanent disabilities; all were improved in matters of detail. 
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THE ILLINOIS LEGISLATURE OF 1913 


The Forty-eighth General Assembly of the state of Illinois met 
in January, 1913, under unusual political conditions, which indi- 
cated important changes in legislative policy. After sixteen years 
of Republican control, a Democratic state administration had been 
elected; and a plurality of the newly elected members of both 
branches of the legislature were also Democrats. At the same time, 
under the system of cumulative voting for the House of Representa- 
tives, the new Progressive party had elected a strong contingent, 
and no party group controlled that house; while the hold-over 
Republicans in the Senate, with two Progressives, produced the 
same lack of any party majority in that house also. 

Under these conditions there were protracted delays in the 
organization of the legislature and in the election of two United 
States senators. These delays, with the failure to form any con- 
sistent majority or coherent leadership, resulted in a session which 

_lasted for six months—the longest continuous legislative session in 
the history of the state. The legislative measures passed showed 
the effects of this situation in the failure of a large part of Governor 
Dunne’s program. Nevertheless, a number of important statutes 
were enacted, and a general trend of policy may be discerned. 
Indeed, it may be said that more was accomplished than might 
have been expected in view of the political situation. 

With reference to matters of economic interest, the following 
statement, from the legislative bulletin of the Illinois Manufac- 
turers’ Association, summarizes the opinion of this organization on 
the results of the session: 

Business interests came through the Forty-eighth General Assembly 
remarkably well, declare old-timers in the legislative arena, when the circum- 
stances are considered. The radicals were in the saddle at the start, and fears 
were entertained that a grist of legislation would come through hurtful to sound 
business principles. This aroused the conservative business men as well as 
leaders in the legislature, and they put a brake on that slowed things down and 
prevented the legislature from running wild. The lesson, say the politicians, 
is that in the future business interests will have to take a more active interest 
in practical politics. Politicians are inviting this, and are urging more activity 
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of the practical business man in political life to offset the threats of the labor 
forces, who were stronger in Springfield this session than any legislature in 
recent years. 

The grist of bills include few that will be harmful to business interests, and 
many that would have been disastrous went to the scrap pile because of the 
watchfulness of the business community. 

From the different, and in many respects opposing, point of 
view of the labor organizations, as indicated above, many desirable 
measures failed of passage. Yet a number of labor laws were 
enacted, as well as other measures supported by the labor organiza- 
tions. The more impartial academic economist will feel some 
satisfaction in the passage of laws for the regulation of public 
utilities and for a state system of good roads, and in the re- 
enactment of the workmen’s compensation act, with some amend- 
ments; but he will be disappointed at the failure of the state to take 
any effective steps toward tax reform. From his point of view, the 
results of the session may be summarized as moderately progressive. 


PUBLIC UTILITIES LAW 


Of the most importance for the economist was the act for the 
regulation of public utilities, although as passed the law contains 
little that is novel, and may be considered in the main as the belated 
extension of a policy already established in many other states. 
Two years ago the Illinois railroad law (originally passed in the 
early seventies) was amended and supplemented by provisions 
similar to the later amendments of the Interstate Commerce act 
and the more recent railroad laws of other states, which enlarged the 
jurisdiction of the state railroad and warehouse commission over 
railroads and other transportation companies operating on railroads. 
At this year’s session there was general agreement in favor of legis- 
lation for the regulation of other public utilities, such as street 
railways, lighting, power, telegraph, and telephone companies. But 
there was a marked difference of opinion on the political question 
whether the regulation of local utilities should be vested in a state 
commission or in municipal authorities. Governor Dunne favored 
the latter policy; but in the bill as passed the provisions for munici- 
pal powers were stricken out, and the public control over all public 
utilities is vested in a state commission. In this respect, the utility 
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companies defeated the more radical elements in the legislature. 
But, in other respects, the bill was the administration measure 
establishing a more thorough system of public regulation than was 
desired by the utility companies, and it was signed by the Governor. 

This act, which goes into effect January 1, 1914, provides for a 
state public utilities commission of five members, to be appointed 
by the Governor, subject to confirmation by the Senate, each mem- 
ber to receive an annual salary of $10,000. This commission will 
replace the present railroad and warehouse commission; and on it 
are conferred large powers over all public utility companies, includ- 
ing control over accounts and reports, capitalization, rates, and 
services, with authority to conduct inspections, investigations, and 
hearings. 

Public utilities are defined to include transportation, telegraph, 
telephone, light, heat, cold, power, electric, water, pipe-line, grain 
warehouse, and wharf companies. The commission has power to 
establish uniform systems of accounts for public utilities; and each 
public utility must furnish to the commission annual reports and 
other periodical and special reports. The purposes for which stock, 
bonds, and other evidences of indebtedness may be issued are 
defined, and the approval of the commission is required for all new 
issues, other than notes for less than twelve months. Capitalization 
of mergers and consolidations and inter-corporate contracts are also 
subject to the approval of the commission; and the commission is 
empowered to make valuations of the property of public utilities. 
No public utility company may establish a new plant without a cer- 
tificate of public convenience and necessity from the commission. 

All rates and other charges of public utilities must be reasonable; 
and schedules of rates must be filed with the commission and pub- 
lished and posted. Notice of changes in rates must be given; and 
the commission may suspend such rates pending a hearing. After 
a hearing at which any rates are proved to be unjust, unreasonable, 
discriminatory, or preferential, the commission may fix the just, 
reasonable, or sufficient rates, and may also establish and regulate 
through routes and joint rates. ‘The commission is also authorized, 
after a hearing, to regulate the rules, equipment, facilities, and ser- 
vices of public utilities, and to require additions and new structures, 
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with provisions for the joint use of facilities, and more specific 
provisions as to the interchange of traffic by common carriers, for 
track and side-track connections, and for telephone and telegraph 
connections. The commission has also specific authority, after a 
hearing, to order safety appliances and equipment, including the 
abolition of grade crossings. All accidents must be reported to the 
commission. 

Provisions of the act regulating proceedings before the commis- 
sion and in the courts have been carefully worked out. An immu- 
nity clause will prevent witnesses from refusing to testify on ground 
of personal incrimination. Appeals from orders or decisions of the 
commission must be taken within thirty days to the circuit court of 
Sangamon County; and appeals from the judgments of the 
circuit court may be taken directly to the Supreme Court within 
sixty days; proceedings in these cases are given priority in the 
courts. No new or additional evidence may be introduced in such 
proceedings; ‘‘and a rule, regulation, order, or decision of the com- 
mission shall not be set aside unless it clearly appears that the 
finding of the commission was against the manifest weight of the 
evidence presented to or before the commission for and against such 
rule, regulation, order, or decision, or that the same was without the 
jurisdiction of the commission.” 

Those familiar with the public utilities laws of the other states 
will recognize that the main provisions of the Illinois law are similar 
to those of Wisconsin and New York. But many of the provisions 
have been influenced by a study of the laws of other states. In 
two important respects, the Illinois law differs from that of Wiscon- 
sin: the state commission will have no jurisdiction over municipally 
owned utilities; and there is no provision for indeterminate fran- 
chises. These differences leave municipalities with larger powers 
than under the Wisconsin law; while another act of this year 
authorizing municipal ownership and operation of public utilities 
greatly enlarges the powers of Illinois cities and villages in this 
direction. 

NEW ROAD LAW 

A general revision of the road laws provides for state aid in the 

construction of a system of state highways. A joint committee of 
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the previous general assembly had made an extended investigation 
of road conditions and the road laws of other states, and submitted 
with their report a bill for the consolidation and revision of the road 
laws, which proposed important changes in local road administra- 
tion, and provided as well the machinery for a state road system. 
This bill was amended to some extent. 

As passed, the new road law establishes a state highway com- 
mission of three members, to be appointed by the governor with the 
consent of the Senate, for terms of six years, at salaries of $3,500 
each. This commission is given general charge of the state roads 
to be built in co-operation with the local authorities. The state 
and county are to pay each 50 per cent of the cost of construction 
of permanent roads, and state appropriations aggregating $1,400,000 
have been made for the next two years. Provision is also made for 
county superintendents of highways, to be appointed from nominees 
of the county boards who pass the competitive examinations of the 
state commission. The former system of local administration 
remains for the management of local roads, with three highway 
commissioners elected in each town and road district. But an 
optional provision permits any town or road district to substitute a 
single commissioner for the three. Another act authorizes the 
employment of convicts on the public roads. 

Both the public utilities law and the road law are significant 
measures in the general tendency toward the development of state 
regulation and more centralized administration, in which Illinois 
has lagged behind the other large and important states. 


LABOR LEGISLATION 


A revised workmen’s compensation law was passed, taking the 
place of the law of 1911. The principal changes provide a more 
definite award to injured employees and establish a commission of 
three members to pass upon the amount awarded, in place of the 
county court. 

The mechanics lien law, recently declared unconstitutional by 
the Supreme Court, has been re-enacted, with amendments to meet 
the objections of the court. This law gives a sub-contractor a lien 
on a building for which labor or material is furnished. 


936 JOURNAL OF POLITICAL ECONOMY 


A general revision of the coal-mining laws was passed, and 
several other mining laws were enacted, to secure greater safety in 
mining operations. A revised miners’ qualification act creates a 
state board of examiners for miners and requires all miners to pass 
an examination before beginning work. The act to establish mine 
rescue stations was revised, giving the mine rescue commission 
greater powers. The office of the state inspector of gas wells was 
created, to work under the state mining board. 

A commission of three representatives each, of labor, employers 
of labor, and the public, has been authorized to investigate the 
causes and effects of unemployment in Illinois. Other labor laws 
provide for semimonthly pay days for all laboring men, increase the 
number of state inspectors of railroad safety appliances, require 
electric headlights on all railroad engines, and require washrooms 
for employees in shops, mills, factories, foundries, mines, and other 
places where the lack of such provisions endangers the health of 
employees. 

TAX AND REVENUE MEASURES 

The revenue law has been amended by providing that sinking 
funds for the payment of bonds and interest on bonds may be 
raised outside of the limitation on the total amount of taxes under 
the Juul law. This legalizes the former practice which had recently 
been declared invalid by the Supreme Court. 

Efforts at more important changes in the system of taxation and 
its administration were unsuccessful. A bill to abolish the existing 
cumbrous state board of equalization and to establish a small tax 
commission to carry on the same work, with larger powers of super- 
vision over local assessing officers, passed the House, but failed in 
the Senate. A proposed constitutional amendment, recommended 
by the Special Tax Commission of 1910, to permit the classification 
of personal property, was reported to the Senate, but failed to re- 
ceive the required two-thirds vote. The governor supported the 
tax commission bill, but opposed the constitutional amendment in 
favor of another proposal for the initiative and referendum, which 
also failed of submission to the people, by one vote. 

The provision in the state constitution which prevents the sub- 
mission of amendments to more than one article at the same time 
has brought about such rivalry between advocates of different 
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amendments that a deadlock on all proposed amendments has 
lasted for several years. A constitutional convention to draft a 
general revision of the constitution seems to be needed, but this 
proposal also failed to secure the necessary vote in the House. 


POLITICAL REFORMS 


The influence of the more strictly political measures on economic 
problems is not always easy to trace. At the same time the rela- 
tion between the two is enough to warrant some mention of the 
more important political changes proposed and enacted. The 
failure of the proposed constitutional amendments for the initiative 
and referendum and to do away with the cumulative system of 
voting for the House of Representatives indicates a continuation of 
conditions which will make difficult much new legislation of funda- 
mental importance without a further decided change in public 
opinion as expressed at the elections. But the very conservatism 
of this session may prove to be the thing needed to arouse public 
opinion. 

At the same time some measures were passed which show a 
tendency in the direction of further changes. The extension of the 
suffrage to women in municipal elections and for other statutory 
offices will permit the direct expression of a new factor in politics. 
The establishment of a legislative reference bureau should bring 
about some improvement in the preparation of legislative measures. 
The tendency toward a more centralized administration, shown in 
the public utility and road laws, was further indicated by an act 
consolidating and reorganizing the state game and fish department; 
while a legislative commission of four members of each house has 
been provided to ascertain if a more efficient and economical state 
government can be secured by combining other state departments. 

To sum up, in conclusion: this session of the Illinois legislature 
shows some halting steps in the direction of both political and 
economic reforms. The advocate of radical changes will be much 
dissatisfied with the immediate results; and even many of the less 
radical may feel that the rate of progress is distressingly slow. 
Yet some signs of advance are evident; and the optimist may well 
feel some grounds of hope for further results before long. 


Joun A. 
UnIversity oF ILLINOIS 
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THE UNITED SHOE MACHINERY COMPANY 


The Supreme Court of the United States, in a notable recent 
opinion, affirming a judgment holding that two counts of an indict- 
ment failed to state a violation of the Sherman anti-trust act, 
rested its decision in favor of the defendants squarely upon the 
economic character of their business. The Court said: 

On the face of it the combination was simply an effort after greater effi- 
ciency . . . . We can see no greater objection to one corporation manu- 
facturing 70 per cent of three non-competing groups of patented machines 
collectively used for making a single product than to three corporations making 
the same proportion of one group each. The disintegration aimed at by 
the statute does not extend to reducing all manufacture to isolated units 
of the lowest degree. It is as lawful for one corporation to make every part 
of a steam engine and to put the machine together as it would be for one to 
make the boilers and another to make the wheels. Until the one intent is 
nearer accomplishment than it is by such a juxtaposition alone, no intent could 
raise the conduct to the dignity of an attempt." 

The company thus described by the Supreme Court is the United 
Shoe Machinery Company. While various legal phases of this 
company are being litigated in the courts, its economic significance, 
which the Supreme Court brought so strongly into view, may 
appropriately be examined and assigned its place in the economics 
of industrial organization. 

I 

Shoe machinery began with the McKay sole sewing-machine 
in 1860.2, In the shoe sewed on the McKay machine the thread 
ran through into the inside of the inner sole, leaving a rasping 
ridge on which the stocking of the wearer rubbed. The McKay 
shoe displaced only the coarser grades. The hand-sewed shoe 
remained the favorite of wealth and fashion, and was worn exclu- 
sively by those who cared for comfort and could afford the price. 
In sewing a shoe by hand, a thin and narrow strip of leather, 
called a welt, is first sewed to the insole and upper, and the heavy 

t United States v. Winslow, 227 U.S. 202, 217, 218, February 3, 1913. 

2 House Judiciary Committee Hearings, January 26, 27, February 19, 1912, p. 126. 
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outsole is sewed to this welt, so that the stitches come outside 
and do not touch the foot, the insole being left entirely smooth. 
It is a delicate operation by hand, and many years elapsed before 
a machine was contrived by which it could be done. At last the 
Goodyear welting and stitching machines appeared—so named 
for Charles Goodyear, who financed and perfected them, a son 
of the man who invented the vulcanization of rubber. These two 
machines are the nucleus of the Goodyear welt system to which 
must be attributed the revolution of the shoe manufacturing 
industry.’ 

To sew a pair of shoes by hand cost for good work not less 
than seventy-five cents per pair, while with the McKay machine 
the cost was reduced to about three cents per pair.2 The hand 
labor cost of sewing the welt and stitching the sole on a pair of 
shoes was from 60 to 75 cents. The original Goodyear machines 
were put out on the theory that this manufacturing cost should be 
reduced to 10 cents per pair, of which 4 cents would be for the use 
of the machines and 6 cents for the labor.’ 

One after another, machines were devised for shaping, compress- 
ing, and nailing heels; for attaching soles to uppers in heavy shoes 
by wooden pegs or copper screws and wires; for rounding, buffing, 
and polishing the soles; for trimming and setting the edges of the 
sole; for performing innumerable operations, some seemingly 
trivial, but all essential to perfection in comfort, durability, or 
style. With every new machine the question arose: Shall it be 
sold or put out on lease? And if leased, what royalty shall be 
charged ? 

From the outset, shoe machinery was most frequently put out 
on lease. Shoe manufacturers were disinclined to tie up their 
capital in expensive machinery bought outright, and preferred leases 
providing for royalty payments based on the number of shoes 
turned out by the machines.‘ 


t Encyclopaedia Britannica, 11th ed., XXIV, 992, 994. 

» “Modern Shoe-Making,” Boot and Shoe Recorder, July 23, 1884. 

3 Alfred W. Donovan, Shoe Machinery Analyzed, 1912, p. 53. 

4 House Judiciary Committee Hearings, February 20, 21, 22, March 1, 1912, 
PP. 136-37, 139, 140. 
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Manufacturers whose machines were already widely leased 
to shoe manufacturers hit upon the plan of offering new accessory 
machines upon nominal rentals, upon condition that such accessory 
machines be used only in connection with the machines on which 
the shoe manufacturers already were paying royalties." The 
Goodyear Shoe Machinery Company, for example, developed a 
leveling machine, which they might have sold outright for a round 
price, or might have leased on a royalty basis. Instead, the 
company leased the leveling machine for nothing to shoe manu- 
facturers who agreed to use it only upon shoes welted or stitched on 
the Goodyear machines.” 

This plan of leasing “tied” machines became immediately 
popular with both the shoe manufacturers and the machinery 
manufacturers. It broadened the market for shoe machinery. 
It substantially reduced the royalty charge upon the more expen- 
sive machines. It minimized the labor of keeping account of 
royalties. It insured perfect mechanical correlation in the sequence 
of machines composing the successive links in the chain of shoe 
manufacture. It encouraged machinery manufacturers to develop 
a systematic service for keeping in good repair and in perfect 
running order, in their customers’ factories, their leased machinery 
whose output was the single source and absolute measure of all 
their profits. More than anything else, it transformed the shoe 
machinery business from the manufacture and marketing of shoe 
machinery into the manufacture and supplying of ‘‘shoe-production- 
service.” 

I 

Long before the organization of the United Shoe Machinery 
Company, in 1899, the concomitant features of “tied” leases and 
machinery “service” were the distinguishing characteristics of 
the shoe machinery business.‘ 


tHouse Judiciary Committee Hearings, January 26, 27, February 19, 1912, 
pp- 137-38; Senate Interstate Commerce Committee tee Hearings, January, 25, 26, 27, 
29, 30, 31, 1912, p. 2161. 

2 House Judiciary Committee Hearings, February 20, 21, 22, March 1, 1912, 
p. 137- 

3 House Judiciary Committee Hearings, January 26, 27, February 19, 1912, pp. 
III-27. 

4 House Judiciary Committee Hearings, February 20, 21, 22, and March 1, 1912, 
Pp. 154- 
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Shoe manufacturing had become a highly complicated industry. 
In making Goodyear welt shoes, one hundred and eighty-five 
distinct operations were necessary, of which one hundred and 
fifty-seven were machine operations." Few machines could perform 
more than one or two of these operations. In every shoe factory, 
therefore, a great many different machines had to be assembled, 
adjusted to work in absolute harmony, and kept in perfect opera- 
tion.? If any machine broke down or got out of adjustment, the 
industrial chain was broken, and all the machinery in the factory 
had to stand idle until the broken link was restored. The shoe 
manufacturer, consequently, was always at the mercy of his 
weakest machine. His product was always limited by the delay 
and inadequacy of the service furnished by the weakest manu- 
facturer from whom he obtained machinery. Every other machin- 
ery manufacturer, whose machines were prevented from earning 
royalties during this enforced idleness, was also a sufferer. He, 
no less than his customer, was always at the mercy of the weakest 
machines in his customer’s factory. His royalties from his machines 
were always limited by the delay and inadequacy of the service 
which his competitor furnished to their common customer. 

Such instability could not endure. Breakdowns multiplied;? 
repair bills became intolerable;* continuous operation was never 
certain;’ production costs could never be predicted;® promises of 
definite deliveries could not be fulfilled;? machines bought outright 
soon became worthless;* large customers demanded and frequently 

« Congressional Record, May 12, 1911, p. 1164. 

2 House Judiciary Committee Hearings, January 26, 27, February 19, 1912, p. 117. 


3 Senate Interstate Commerce Committee Hearings, January 13, 15, 16, 1912, 
Part XXI, p. 1852. 

4 Congressional Record, May 12, 1911, p. 1166. 

8 House Judiciary Committee Hearings, February 20, 21, 22, March 1, 1912, 
pp. 6-7, 16, 49, 65, 69. 

6 House Judiciary Committee Hearings, February 20, 21, 22, March 1, 1912, 
Pp. 47, 65-66; Senate Interstate Commerce Committee Hearings, January 13, 15, 16, 
1912, Part XXI, pp. 1853-56. 

7 House Judiciary Committee Hearings, February 20, 21, 22, March 1, 1912, 
Pp. 48-49, 53, 65-66. 

8 House Judiciary Committee Hearings, February 20, 21, 22, March 1, 1912, p. 80. 
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obtained rebates over their smaller competitors; enforced idle- 
ness caused by inefficient machinery service resulted in frequent 
turmoils of factory operatives;? an up-to-date shoe factory involved 
such large, unforeseeable outlays as to become almost a financial 
impossibility.’ 

Some of the smaller concerns went out of business. Gradually, 
the making of machinery for the “bottoming” operations in shoe 
manufacture centered in three groups. To quote the Supreme 
Court of the United States in the decision above cited (United 
States v. Winslow, 227 U.S. 202, 215): 

Before and up to February 7, 1899, the defendants-Winslow, Hurd, and 
Brown, through the Consolidated and McKay Lasting Machine Company, 
under letters patent, made 60 per cent of all the lasting machines made in the 
United States; the defendants Barbour and Howe, through the Goodyear 
Shoe Machinery Company, in like manner made 8o per cent of all the welt- 
sewing machines and outsole-stitching machines, and 10 per cent of all the 
lasting machines; and the defendant Storrow (against whom the indictment 
has been dismissed), through the McKay Shoe Manufacturing Company, made 
7° per cent of all the heeling machines and 80 per cent of all the metallic 
fastening machines made in the United States. 


Why these groups came together in the United Shoe Machinery 
Company has been variously explained. The government in the 
case above cited contended that the purpose was to monopolize 
and restrain trade in shoe machinery. The Supreme Court, 
however, in the passage from its opinion quoted at the beginning 
of this paper, declared that “‘on the face of it the combination was 
simply an effort after greater efficiency.”” Mr. Louis D. Brandeis 
has expressed the same idea. ‘These companies,” said Mr. 
Brandeis, “found that, for the proper conduct of the business, it 
was desirable that the business should not be confined to any 
particular department, but that it should include a number of 

* House Judiciary Committee Hearings, February 20, 21, 22, March 1, 1912, 
pp. 15, 102; Senate Interstate Commerce Committee Hearings, January 25, 26, 27, 29, 
30, 31, 1912, pp. 2159-60; House Judiciary aparece Hearings, January 26, a7 
February 19, 1912, p. 115. 

2 House Judiciary Committee Hearings, February 20, 21, 22, March 1, 1912, 
pp. 47-48. 

3 Senate Interstate Commerce Committee Hearings, January 13, 15, 16, 1912, 
Part XXI, p. 1852. 
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departments; that there was an immense amount of expense and 
an immense amount of friction, which necessarily resulted from 
any division in regard to a large part of this machinery.’* 
Mr. Brandeis should know for he was active in several of the con- 
stituent companies before the consolidation,? and was a director 
and legal adviser of the United Shoe Machinery Company for 
nearly eight years after its organization.’ 

Whatever be the reasons, those groups united. ‘“‘On February 7, 
1899,” said the Supreme Court of the United States in the decision 
above quoted (United States v. Winslow, 227 U.S. 202, 216), 
“the three groups of defendants above named, up to that time sepa- 
rate, organized the United Shoe Machinery Company and turned 
over to that company the stocks and business of the several corpora- 
tions that they respectively controlled.” 


Ill 


The president of the United Shoe Machinery Company, in 
1911, described its work: 

The number of machines [of the United Shoe Machinery Company] on 
lease in the United States on March 1, 1911, was 90,276.4 . . . . During the 
year the company brought in from shoe factories over 4,000 of its machines, 
which were broken up and thrown on the scrap heap in order that they might 
be replaced with machines embodying the latest improvements—an expense 
which the company assumes under its present system of doing business, but 
which would otherwise have to be borne by the shoe manufacturers. ... . 
The company from the beginning has expended large sums of money in 
developing all types of machines in that department of shoe manufacturing to 
which it gives especial attention—confined chiefly to machines used in the 
“bottoming room.”’ It has placed the perfected results of its experiments at 
the disposal of shoe manufacturers under terms which enable the manufacturer 
to equip his factory with a greater variety of the most advanced type of 
machines than was possible at the time of the organization of the company, 
and at a smaller cost to him per pair of shoes than he was called upon to pay 


t House Judiciary Committee Hearings, January 26, 27, February 19, 1912, p. 122. 

2See Ibid. 

3 Senate Interstate Commerce Committee Hearings, January 17, 18, 19, 1912, 
Part XXII, p. 1957. 

4On March 1, 1913, according to the president of the United Shoe Machinery 
Company, the company had on lease in the United States 98,516 machines, “ Report 
of the President to the Annual Meeting, 1913,” p. 6. 
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at that time for the use of fewer machines. The only important item of cost 
in the construction of a shoe which has not increased during the twelve years 
since the company was formed is the item of machinery. The shoe manu- 
facturer pays less per pair of shoes for his machinery equipment than ever 
before, although the cost of leather and labor and almost everything about a 
shoe which the company does not provide is higher; and the company itself in 
most instances pays more for what it has to buy. 

The amounts paid per pair of shoes for the use of all the principal 
royalty machines furnished by this company for the manufacture of differ- 
ent classes of shoes when accounts are paid within 30 days are substantially 
as follows: 


Goodyear turn shoes, women’s and misses’... .01972 


From the royalties for “Goodyear welts” and “Goodyear turns” should 
be deducted six-tenths of a cent per pair for men’s Goodyear welts; for women’s 
Goodyear welts, forty-five one-hundredths of a cent; and for women’s and 
misses’ Goodyear turns, seventy-five one-thousandths of a cent, which is to be 
invested in stock of the corporation and given to lessees under the terms of a 
circular letter of the company to its lessees, dated June 10, 1910. 

The foregoing royalties substantially cover everything which the company 
receives for the use of its principal machines from those manufacturers who 
use its machines in making Goodyear welt, Goodyear turn, or McKay sewed 
shoes. In return for the rentals and royalties which it receives, the company 
assumes the whole cost of invention, experimental work, development, manu- 
facture, and depreciation of machines; the cost of unremitting care of the 
machines to keep them at the highest point of efficiency through its force 
of over 500 experts who devote their entire time to this service; the purchase 
of patents; and the cost of administration. That is to say, it assumes items 
of expense and risk which under any other system yet suggested the shoe 
manufacturer would be compelled to assume himself, thus subjecting his 
business to a higher machinery cost per pair of shoes than the average royalty 
he now pays. The metallic machines which insert slugs, nails, and wire in 
heels or soles are placed in factories by the company without charge to the 
shoe manufacturer and the only return to the company is from the indirect 
royalty, averaging, in the case of Goodyear welts, turns, and McKays, less 
than one-half of a cent per pair of shoes, which is included in the foregoing 
royalties and is calculated from the difference between the cost to the com- 
pany of the material used with the machines and the price which the manu- 
facturer pays the company for his material. . . . . The company now makes 
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over 300 different machines, some of which are leased to manufacturers, 
many of which are sold outright, and most of which can be either leased or 
purchased as the shoe manufacturer may prefer. 


IV 


In 1906, a bill was introduced in the Massachusetts legislature 
providing that— 
no person, firm, corporation, or association doing business in this common- 
wealth shall make it a condition of a sale or lease of machinery that the pur- 
chaser or lessee shall not buy, lease, or use the machinery of any other person, 
firm, corporation, or association when such machinery is protected by letters 
patent of the United States, or offer unreasonable discounts or other advan- 
tages which shall be virtually prohibitive of the purchase, lease, or use of 
such machinery of other persons, firms, corporations, or associations: Pro- 
vided, That nothing in this act shall be construed to prohibit the appointment 
of agents or sole agents for the sale or lease of machinery.? 


At hearings held before the legislative committee, this bill 
was opposed by a great many shoe manufacturers and also by 
the United Shoe Machinery Company.’ The bill failed of passage. 
Next year, however, a similar bill was enacted.* Thereupon the 
United Shoe Machinery Company attached to all its leases a rider 
providing that “any and all agreements, stipulations, provisions, 
and conditions hereinbefore printed in this instrument which are 
in violation of the provisions of Chapter 469 of the Acts of the 
General Court of Massachusetts for the year 1907, if there are any 


Report of the President to the Annual Meeting, 1911. House Judiciary Com- 
mittee Hearings, January 26, 27, February 10, 1912, pp. 192-93. 

2Senate Interstate Commerce Committee Hearings, February 24, 28, 1912, 
Part XXX, p. 2616. 

3 Among the opponents of the bill were Mr. Louis D. Brandeis, then director of 
the United Shoe Machinery Company, Mr. Charles H. Jones, president of the Com- 
monwealth Shoe and Leather Company, and Mr. W. H. McElwain, president of 
the W. H. McElwain Company, whose statements and arguments against the bill 
are collected in House Judiciary Committee Hearings, January 26, 27, February 19, 
1912, pp. 120-27; Senate Interstate Commerce Committee Hearings, January 17, 
18, 19, 1912, Part XXII, pp. 1958-78; House Judiciary Committee Hearings, January 
26, 27, February 19, 1912, pp. 108-10; Senate Interstate Commerce Committee 
Hearings, February 24, 28, 1912, Part XXX, pp. 2616-17. 

4 Acts of 1907, Chapter 469, quoted in House Judiciary Committee Hearings, 
January 26, 27, February 19, 1912, p. 72. 
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such, are hereby stricken out before execution and are not agreed 
to nor made a part of this contract.”* 

In 1911, a number of shoe manufacturers took up the agitation 
for a modification of their shoe machinery leases. They organized 
the Shoe Manufacturers’ Alliance in order, as they stated, “to 
secure a change in the methods now pursued by the United Shoe 
Machinery corporation, which today in effect monopolizes the 
shoe machinery business in this country through its system of 
leases with ‘tieing’ clauses, under which shoe manufacturers are 
now compelled to operate.’ 

These shoe manufacturers have rested their economic case upon 
the following propositions: 

1. That the most essential, or most important, machines of the United 
Shoe Machinery Company, from which it derives its greatest income from 
rentals, duplicate parts, and repairs, etc., are the machines for welt sewing, 
outsole stitching, lasting, heeling, heel slugging, heel-seat nailing, and other 
machines for inserting metallic fastenings; 

2. That machines of the types and for the purposes of those above enumer- 
ated are absolutely necessary for the production of the leading and best kind 
of machine-made boots and shoes, known as the welt shoe; 

3. That because of the provisions and obligations in the leases of the 
United Shoe Machinery Company, relating to machines employed in the 
manufacture of welt work, 

a) A lessee of the company’s welt sewing machine must lease the company’s 
outsole stitching machine as one of the conditions of obtaining the welt sewing 
machine, and that ali of the lessee’s welt sewing and outsole stitching must 
be done on the company’s machines; 

6) A lessee of the company’s outsole stitching machine must lease the 
company’s welt sewing machine as one of the conditions of obtaining the out- 
sole stitching machine, and that all of the lessee’s outsole stitching and welt sew- 
ing must be done on the company’s machines; 

c) A lessee of the company’s lasting machine must lease the company’s 
welt sewing, outsole stitching, heel slugging, heel-seat nailing, and such other 


* House Judiciary Committee Hearings, January 26, 27, February 19, 1912, p. 158. 

2 House Judiciary Committee Hearings, February 20, 21, 22, March 1, 1912, 
p. 258. Charles H. Jones, president of the Commonwealth Shoe and Leather Company, 
and Mr. Louis D. Brandeis, who had resigned as director of the United Shoe Machinery 
Company in 1906, and had ceased to act as its counsel in 1909, were prominent in the 
alliance from the beginning. Mr. Brandeis became legal adviser of the alliance in 
1911, and subsequently appeared in its behalf before several Congressional committees. 
Senate Interstate Commerce Committee Hearings, February 24, 28, 1912, Part XXX, 
p. 2618. 
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machines as he may require for inserting metallic fastenings, as one of the 
conditions of obtaining the lasting machine, and that all of the lessee’s lasting, 
welt sewing, outsole stitching, heel slugging, heel-seat nailing, and all other 
required metallic fastening operations must be done on the company’s machines; 

d) A lessee of the company’s heeling machine must lease the company’s 
welt sewing, outsole stitching, lasting, heel slugging, heel-seat nailing, and 
such other machines as he may require for inserting metallic fastenings, as one 
of the conditions of obtaining the heeling machine, and that al/ of the lessee’s 
heeling, welt sewing, outsole stitching, lasting, heel slugging, heel-seat nailing, 
and all other required metallic fastening operations must be done on the com- 
pany’s machines; 

e) A lessee of the company’s heel slugging, heel-seat nailing, and other 
machines for inserting metallic fastenings in welt boots and shoes must lease 
the company’s welt sewing, outsole, stitching, and lasting machines as a con- 
dition of obtaining the heel slugging, heel-seat nailing, and other machines 
required for inserting metallic fastenings in welt boots and shoes, and that 
all of the lessee’s heel slugging, heel-seat nailing, and all other metallic fasten- 
ing operations required for welt boots and shoes—welt sewing, outsole stitch- 
ing, and lasting—must be done on the company’s machines." 


The single issue, therefore, is whether the “‘tieing” clauses in 
the United Shoe Machinery Company’s leases are economically 
justified. 

V 

“For the last twenty-five years,” said the Supreme Court of 
the United States (United States v. Winslow, 227 U.S. 202, 215), 
“practically all the shoes worn in the United States have been 
made by the help of machines grouped as lasting machines, welt- 
sewing machines and outsole-stitching machines, heeling machines, 
and metallic fastening machines, there being a large variety of ma- 
chines in each group.”’ These are the machines referred to in the 
second proposition above quoted, as being absolutely “necessary 
for the production of the leading and best kind of machine-made 
boots and shoes.” 

The aggregate rentals from all these machines are six cents per 
pair on the most expensive shoes, two and two-thirds cents per 
pair on the average grade of shoes, and on Goodyear turn shoes, 
McKay shoes, Standard screw and loose-nailed shoes—about 

! Discussion of Shoe Machinery: The Real Issue, Weekly Bulletin Publishing Co., 


1911, pp. 69-73; quoted in House Judiciary Committee Hearings, January 26, 27, 
February 19, 1912, pp. 63-64. 
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164,000,000 shoes out of the total annual production—less than 
one and one-third cents per pair.t These are the rentals from 
“the machines of the United Shoe Machinery Company,” enu- 
merated in the first proposition above quoted, “from which it 
derives its greatest income.” 

Welt-sewing and outsole-stitching machines, mentioned in 
the third proposition above quoted, have always been the two chief 
machines, each complementary of the other, in the Goodyear 
system. Long before the organization of the United Shoe Machin- 
ery Company, these two machines were always put out on “tied” 
leases. 

The “‘tieing” clauses in these leases simply require that— 


the leased machinery shall be used only in the manufacture of boots, shoes, 

and other footwear, known in the trade as “Goodyear welts,” which are or 

shall be welted and the soles stitched on welt-sewing and stitching machines 

. . . « leased to the lessee by the lessor .... or in the manufacture of 

boots, shoes, or other footwear known in the trade as “ Goodyear turns” the 

soles of which are or shall be attached to their uppers ed turn sewing machines 
. leased to the lessee by the lessor.? 


These “‘tieing’’ clauses have been explained by the president of 
the United Shoe Machinery Company: 


It has been repeatedly asserted that a shoe manufacturer cannot lease 
any of the company’s machines without agreeing to take all his machines from 
the company, that he is thus completely in the company’s control, so far as 
his machinery equipment is concerned. This statement is not true and it 
never was true..... In constructing a Goodyear welt shoe, which is the 
highest type of shoe now generally worn, the indispensable machines which 
the company supplies exclusively are the Goodyear welt and the Goodyear 
stitching machines. These are the machines by which the sole and the upper 
are sewed together after the manner in which they would be sewed by hand. 
In signing a lease for the use of these two machines the shoe manufacturer 
does not agree to lease or buy any other machines from the company, and he 
may obtain all the rest of his machinery equipment from other companies if he 
finds elsewhere machines which he likes.’ 


* House Judiciary Committee Hearings, February 20, 21, 22, March 1, 1912, 
PP- 154-55- 

2 Senate Interstate Commerce Committee Hearings, January 25, 26, 27, 29, 30, 
31, 1912, Part XXV, pp. 2190-91. 

3 House Judiciary Committee Hearings, January 26, 27, February 19, 1912, p. 193. 
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Subdivision a) of the third proposition above quoted must, 
accordingly, be considered in the light of this fact. 

Lasting machines, mentioned in the third proposition above 
quoted, following the practice established long before the organi- 
zation of the United Shoe Machinery Company, are also put out 
on “tied” leases. The “‘tieing” clauses of these clauses require 
that— 


the leased machinery shall not . . . . be used in the manufacture or prepara- 
tion of any welted boots, shoes, or other footwear . . . . which have been or 
shall be welted . . . . or the soles stitched . . . . by the aid of any welt- 


sewing or sole-stitching machinery not held by the lessee under lease from the 
lessor, or in the manufacture or preparation of any turned shoes or other 
footwear .... the soles of which have been or shall be... . attached 
to these uppers by the aid of any turn sewing machinery not held by the lessee 
under lease from the lessor, or in the manufacture of any boots, shoes, or other 
footwear which have been or shall be . . . . pulled over, slugged, heel-seat 
nailed, or otherwise partly made by the aid of any pull-over or “Metallic” 
machinery not held by the lessee under lease from the lessor." 


Analogous “‘tieing” clauses appear in the leases of heeling, 
heel-slugging, heel-seat-nailing, and other metallic fastening 
machines mentioned in the third proposition above quoted.” 

The company’s explanation of the situation is this: 

In addition to the Goodyear welting and stitching machines the company 
has perfected a series of more than 20 auxiliary machines which have been 
especially designed to reduce the cost or improve the quality of operations in 
the manufacture of a Goodyear welt shoe and which a shoe manufacturer 
can use in connection with the Goodyear welting and stitching machines 
without the payment of additional royalty, the only charge being a nominal 
annual rental, which is no more than sufficient to reimburse the company for 
the depreciation of these machines. In short, the company furnishes the 
Goodyear welter and stitcher and over 20 auxiliary machines for a royalty 
of substantially 4 cents per pair of shoes in the manufacture of men’s Goodyear 
welts and 3 cents per pair in the manufacture of women’s Goodyear welts. 
In view of the fact that the company receives no profit from the use of the 
auxiliary machines it of course expects the shoe manufacturer who takes them 
to use them only in conjunction with the welter and stitcher from which it 


t Senate Interstate Commerce Committee Hearings, January 25, 26, 27, 29, 30, 31, 
1912, Part XXV, p. 2172. 

2 Senate Interstate Commerce Committee Hearings, January 25, 26, 27, 29, 30, 
31, 1912, Part XXV, pp. 2170-2250. 
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receives its profit; but the shoe manufacturer is not obliged to take them and 
if he finds machines more to his liking anywhere for doing the work of the 
auxiliary machines he can get those machines wherever he chooses. The 
company makes a great variety of machines for performing different opera- 
tions in different kinds of shoes and any manufacturer can use the company’s 
most important machines without being obliged to use any other machine 
which the company makes." 
VI 

This brings into view this significant fact: ‘“Tieing” clauses 
in shoe machinery leases seem to have been the practical device, and, 
so far as appears, the only practicable device, by which the United 
Shoe Machinery Company—and for years its predecessors before 
it—could make certain that benefits intended for and justly accruing 
to the lessees of the remunerative machines should not be appropri- 
ated by those who do not use the remunerative machines. Only 
by withholding from non-users of its remunerative machines its 
offer to lease accessory machines at nominal rentals has the United 
Shoe Machinery Company apparently been able to award this 
intended premium exclusively to those customers whose rentals for 
the remunerative machines constituted the chief income of the 
company. 

Mr. Brandeis has brought this out in his analysis of the com- 
pany’s business: 

The machines manufactured and put out by the United Shoe Machinery 
Company may be divided broadly into two classes, namely, special-depart- 
ment machines, of which there are 102, and general-department machines, 
of which there are 117. 

The special-department machines, of which the Goodyear welter and 
stitcher, the lasting, and metallic fastening machines are examples, are the 
important machines on which the business of the company rests, and which the 
company considers its specialty. Substantially all of these 102 machines 
embody one or more inventions covered either by unexpired patents or by 
pending applications owned or controlled by the company. The aggregate 
number of such inventions owned or controlled by it is 1,173. These special- 
department machines are leased only—that is, none of them are sold. Some 
of the special-department leases limit the lessee to the use of the machines in 
connection with other special-department machines. Others of the special- 
department leases permit the machines to be used in connection with any 


* House Judiciary Committee Hearings, January 26, 27, February 19, 1912, 
PP. 193-04. 
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other machine in the market. In some cases, as with the metallic machines, 
two distinct forms of leases are offered—the ordinary lease and the independent 
lease. Under one of the ordinary forms of lease the lessee is limited to the 
use of the machine in connection with other special-department machines. 
Under the independent lease the lessee is free to use the machine with any 
other machines in the market; but the independent lease requires of the lessee 
a royalty 10 per cent higher than the ordinary-form lease. The provisions 
in leases vary also according to whether the lessee makes an initial premium 
payment as $300 in some Goodyear leases, or pays only royalty. No special- 
department lease requires the lessee to use the machine in connection with 
any general-department machine. 

Of the general-department machines, each performs some step in the 
manufacture of footwear for which competing machines are on the market. 
Of these 117 machines in the general-department, only 36 are patented. Any 
of these 117 machines may be either purchased of the company at substan- 
tially the same price as the company’s competitors charge for similar ma- 
chines, or it may be leased. If any general-department machine is purchased, 
it may be used in connection with any other machine whatsoever employed 
in shoe manufacturing. If, on the other hand, it is leased, the lessee is limited 
to use it in connection with special-department machines leased from the 
company. Most manufacturers prefer to lease general-department machines, 
because thereby they obtain the use of these machines at a less cost than 
if they purchased them.' 


Mr. Brandeis in his analysis has brought out the real significance 
of these “‘tieing” clauses: 


In these facts the gross inaccuracy of the sweeping statement that a 
shoe manufacturer is prevented by the terms of each United Company’s - 
lease from using any machine of a competitor is well illustrated... . . 
In the process of making Goodyear welt shoes, which are the ordinary $3.50, 
$4, or $5 shoes sold by Douglas or Hanan, the shoe manufacturer uses generally, 
besides the welter and stitcher, 58 distinct machines, which the shoe manu- 
facturer can obtain from the United Shoe Company, besides others in which 
the United Shoe Company does not deal. The welter attaches the inner sole 
to the upper and welt. The stitcher attaches the outer sole to the welt. 
These are fundamental machines in the Goodyear welt system, and the lessee 
of a welter may not use a competing stitcher, nor the lessee of a stitcher a 
competing welter, but as to the other 58 machines used in connection with a 
stitcher and welter in the manufacture of a Goodyear shoe the shoe manu- 
facturer has the absolute liberty either to purchase or lease any or all of them 
from any other machinery manufacturers who make similar machines. If 


* See House Judiciary Committee Hearings, January 26, 27, February 19, 1912, 
pp. 125-26. 
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he takes from the United Company any one or all of these 58 machines, it is 
not because he is obliged to do so in order to get the stitcher and the welter, 
but because the terms which the United Company makes for them are so 
much more favorable than other shoe machinery manufacturers, or the 
machine which it furnishes is so much better than that furnished by other 
shoe manufacturers, or the care and attention which he gets from the com- 
pany’s roadmen is so much better than that of any other manufacturer that 
he finds it to his advantage to use the United Company’s machines." 


VII 


Conceding that “tieing” clauses are necessary, if accessory 
machines are to be offered at unremunerative rentals only to 
customers leasing the remunerative machines, what is the com- 
pany’s economic justification for offering any machines on what, 
individually considered, would be an unremunerative basis? 
Why should not the company sell or lease each of its machines 
free from “tieing” clauses, charge its price for it, and let it go at 
that ? 

Mr. Brandeis has answered these identical questions: 

If we do not have this clause in certain of the leases where we have it, 
we could not sell certain things we do sell, we could not lease certain things 
which we do lease at as low a price as we do. It is only on account of the 
volume of business that we are able to undersell other people. When you 
cut down that value, when you cut down the amount of business that the 
agent is going to look after in a particular factory, what we are going to 
manufacture, it would make it impossible for us to make low prices and make 
the same profit that we are making.? 


The Supreme Court of the United States, in the case above 
quoted, made by implication the same answer: “The disinte- 
gration aimed at by the statute does not extend to reducing all 
manufacture to isolated units of the lowest degree. It is as lawful 
for one corporation to make every part of a steam engine and to 
put the machine together as it would be for one to make the boilers 
and another to make the wheels” (United States v. Winslow, 227 
U.S. 202, 218). 

* See House Judiciary Committee Hearings, January 26, 27, February 19, 1912, 
p. 126. 

2See House Judiciary Committee Hearings, January 26, 27, February 19, 1912, 
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7 
4 
7 
2 
= 
4 


THE UNITED SHOE MACHINERY COMPANY 953 


But the practical answer, on which the United Shoe Machinery 
Company’s economic justification depends, is that shoe-production- 
service can be supplied only as a substantial entirety. 


Why is it [the counsel for the United Shoe Machinery Company pro- 
pounded] that the United Shoe Machinery Company tie their machines 
together? It is just exactly for this reason: Because by so doing they are 
able in the first place to produce the highest ultimate results, so far as efficiency 
is concerned. They know that their machines that are all operated together, 
constituting one organism, will, as a matter of efficiency, produce more pairs 
of boots and shoes in 24 hours and 365 days than any other combination of 
machines. They do not constitute one article; there is no physical connection, 
but they operate together as one whole." 

If the system were broken up and this 5}-cent royalty for every pair of 
men’s shoes and this 4}-cent royalty on every pair of women’s shoes were 
reduced to 14 cents (for some of the machines and 3 and 4 cents for others) 
in each case, the United Shoe Machinery Company would be absolutely 
unable to spend the $1,000,000 and over each year that it spends for road 
agents, the $1,000,000 it spends every year for experts in inventing and 
developing machines, and the large sums it spends in education. It would 
have to withdraw from the position of engineer, of expert, of inventor for all 
of these shoe manufacturers and come right down to the position... . of a 
company which makes a machine now and then, sells it, and never sends anybody 
to see if it is taken care of. That is not what any shoe manufacturer wants.? 


RIcHARD ROE 
[To be continued] 


*House Judiciary Committee Hearings, February 20, 21, 22, March 1, 1912, 
p. 162. 

2 House Judiciary Committee Hearings, February 20, 21, 22, March 1, 1912, pp. 
139-40. 
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NOTES 


IMMIGRATION AND INSANITY 

In his article on “Immigration and Immigration Restriction,” 
published in the October issue of the Journal of Political Economy, 
Mr. Prescott F. Hall gives a number of data intended to exhibit the 
tendency of immigration to degrade the quality of the American popula- 
tion. Among these data are certain figures bearing upon the relative 
proportions of natives and of foreign-born among the insane in New 
York hospitals and asylums. Mr. Hall states that “the foreign-born 
furnish 48 per cent of the inmates, although being only 30 per cent of 
the general population.” Inasmuch as insanity, as measured by first 
admissions to asylums, is absent in childhood and rare in early youth, 
no comparison between two classes of the population can be of signifi- 
cance unless it gives due consideration to the facts of age distribution 
in the classes compared. More than 94 per cent of the insane admis- 
sions to New York hospitals and asylums were in 1911-12 twenty years 
of age or above, while in these age periods the foreign-born whites, 
according to the figures of the Thirteenth Census, represented, not 30, 
but nearly 41 per cent of the entire population of that state. Mr. Hall 
does not attempt to make allowances for this abnormal age distribu- 
tion; his comparison is therefore to some extent misleading. Whether 
one’s point of view is economic or social, the only significant question 
is how far the insanity rate of the foreign-born exceeds that of the 
natives of the same age groups. In order to answer this question we 
may employ any one of several methods of refining the crude rates used 
by Mr. Hall. A simple method is that represented by the following 
table. The percentage of both sexes of the native population of New 
York state in each age group is first ascertained; second, the foreign- 
born white population is distributed in corresponding proportions 
throughout the same age periods; and, lastly, by multiplying the cal- 
culated number in each age group by the percentage of first admissions 
for that group, we obtain the total number of such admissions which can 
fairly be attributed to the fact of foreign birth and not to irregularities 
of age and sex distribution. 

The table demonstrates that, were the foreign-born normally dis- 
tributed in age and sex groups, they could be held responsible for the 
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first admissions of no more than 828 males and 951 females, or a total 
of 1,779" instead of the actual number of 2,682, and would thus repre- 
sent 37 per cent instead of 48 per cent of the insane admissions to hospi- 
tals and asylums. A fair comparison between native and foreign-born 
would therefore show that the 30 per cent? of the population represented 
by the foreign-born contributed 37 per cent of the insane patients com- 
ing from the age and sex groups in which insanity appears. 
H. L. REED 


CorNELL UNIVERSITY 


WASHINGTON NOTES 
PROGRESS OF BANKING REFORM 


Further developments in the working-out of the program of com- 
plete banking reform have occurred during the past month, through 
the appointment of a special committee of the House Banking and Cur- 
rency Committee under instructions to begin an investigation of the 
rural credit question with a view to reporting a bill on that subject at 
some time during the coming session of Congress—assuming that the 
general banking reform measure is by that time disposed of. In addi- 
tion to this extension of the work of the committee, there is to be under- 
taken a further revision of the administrative features of the national 
bank act. That measure is to be revised in a number of particulars 
which were not considered sufficiently germane to the general subject of 
banking reform to warrant their being dealt with in the original banking 
reform measure now pending in the Senate. It has been decided to 
undertake hearings on both of these subjects at a comparatively early 
date, and to urge the measures forward as rapidly as conditions in the two 
Houses will permit. In regard to the banking reform measure itself, the 
event of the month has been the closing of hearings before the Senate 
Banking Committee, and the definite reporting of a bill on November 
22 (H.R. 7837, Senate Report 133, Parts 1 and 2) as a result of 
the labors of that body. The hearings (Senate Banking and Currency 
Committee Hearings, September-November, 1913) have not added 
materially to the information already available, but have been chiefly 


t This does not include a sum for foreign-born of unascertained age, of which the 
actual figures for 1911-12 gave 17 for the foreign-born and 15 for the native population. 
2 The census figures are for 1910 while the figures for insanity are for 1912. The 
percentage of foreign-born in New York is probably increasing 0.4 of 1 per cent a year. 
Accordingly the percentage should be 30.2+0.8, or 31. 
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interesting because of the development of various plans for the creation 
of a single central bank to be either publicly or privately owned. A 
notable aspect of the discussion has been the presentation of a scheme 
backed by important banking interests for a single publicly-owned 
institution, which should hold the reserves of the country and should 
issue notes based on commercial paper. This scheme has not thus far 
succeeded in making much headway but enough has been done to assure 
its presentation and discussion before the Senate, in connection with the 
general banking debate expected to be carried on in that body during 
the winter session just opened. It has become certain that whatever 
the Senate may do, however, there will be comparatively little pros- 
pect of securing very great or material concessions from the present 
form of the bill in the Conference Committee between the two Houses. 
President Wilson’s support of the House plan has been made definite 
during the past month, and it may be predicted as positively as any- 
thing in the legislative field can be that either a measure framed upon 
the lines of the House plan will be adopted or else that there will be 
no legislation. That a desperate effort is being made to bring about a 
condition in which opposing bills will neutralize or kill one another 
through the opposing action of the two Houses is now evident and 
much of the debate in the Senate will be promoted by those who 
have that end in view. Certain important changes in the bill will, 
however, be accepted by the Conference Committee, that being now 
practically unquestionable. Among these will be the change in the 
redemption provision that has been desired, making the new notes 
redeemable in gold on demand of the holder, instead of in lawful money; 
permissive subscriptions to stock in federal reserve banks will also 
constitute a feature of revision. The number of reserve banks, fixed 
at twelve in the House bill, will probably be cut to ten, while it is 
expected that there will be included other changes designed to compel 
banks to come into the new system more speedily than they would 
under the terms of the House measure, or else to state definitely their 
intention of leaving the system. It seems to be further assured that 
the section providing for the creation of savings departments in national 
banks will be eliminated. This section (Section 27) never had very 
strong support in the House of Representatives and has been a constant 
cause of criticism ever since it was first drafted. Minor alterations in 
the mode of organizing the reserve banks are also expected to be made, 
and it is probable that slight changes in the composition of the proposed 
federal reserve board will likewise be introduced. 
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THE NEW INDUSTRIAL RELATIONS COMMISSION 


An important economic undertaking has been set on foot by the 
federal government in consequence of the act of Congress authorizing 
the creation of an industrial commission, passed on August 23, 1912 
(Public Act No. 300). This commission has just now been organized 
and has begun definite work. A long series of duties was assigned it 
in the Congressional enactment relating to the subject, but the specific 
thing it is expected to accomplish is the investigation of methods resorted 
to by organizations of employers and associations of employees, respec- 
tively, for the furtherance of their own ends as against one another. 
The carrying-out of this function will, it is thought, involve the com- 
mission in very considerable difficulties, owing to the fact that, to per- 
form its work in this regard on an impartial basis, it would be obliged 
to develop a good many circumstances, and to expose a good many 
methods, of industrial warfare which both parties to the recent con- 
troversies between capital and labor are exceedingly desirous not to have 
authoritatively brought to public attention. The prospect that the 
commission will conduct its work along the line thus indicated has 
already produced some anxiety among both labor organizations and 
associations of employers, but it is the contention of those in charge 
that conscientious performance of the task thus assigned will result in 
rectifying a good many conditions which are now open to severe criticism. 
The act creating the commission includes among other duties the follow- 
ing enumeration of functions which the commission will have to make 
at least a feint at performing: 

That the Commission shall inquire into the general condition of labor in 
the principal industries of the United States including agriculture, and especially 
in those which are carried on in corporate forms; into existing relations between 
employers and employees; into the effect of industrial conditions on public 
welfare and into the rights and powers of the community to deal therewith; 
into the conditions of sanitation and safety of employees and the provisions 
for protecting the life, limb, and health of the employees; into the growth of 
associations of employers and of wage-earners and the effect of such associa- 
tions upon the relations between employers and employees; into the extent 
and results of methods of collective bargaining; into any methods which have 
been tried in any state or in foreign countries for maintaining mutually satis- 
factory relations between employees and employers; into methods for avoid- 
ing or adjusting labor disputes through peaceful and conciliatory mediation 
and negotiations; into the scope, methods, and resources of existing bureaus 
of labor and into possible ways of increasing their usefulness; into the question 
of smuggling or other. illegal entry of Asiatics into the United States or its 
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insular possessions, and of the methods by which such Asiatics have gained 
and are gaining such admission, and shall report to Congress as speedily as 
possible with such recommendation as said commission may think proper to 
prevent such smuggling and illegal entry. The commission shall seek to dis- 
cover the underlying causes of dissatisfaction in the industrial situation and 
report its conclusions thereon. 
AN IMPORTANT ARBITRATION AWARD 

A far-reaching decision, likely to affect in a significant way the future 
of arbitration between the railroads and their employees, was made 
public on Monday, November 10, by the committee of arbitration to 
which had been assigned the task of adjudging the dispute which arose 
some months ago between the eastern railroads (operating in “official 
classification territory”) and the trainmen in their employ. The train- 
men, following the example already set in the summer of 1912 by the 
engineers on the same roads, and by the firemen similarly employed in 
the spring of 1913, demanded an aggregate increase of pay estimated 
to be equal to about 20 or 21 per cent of the pay at present given by the 
roads and probably equivalent to about $18,000,000. In reaching its 
present conclusion, the board finally cut the requested allowance to 
about $6,000,000, an advance, roughly speaking, of 7 per cent upon the 
wages now received by trainmen on these roads. 

The course of the argument has been of very large economic interest. 
Request was made for the advance indicated upon five main grounds: 
(1) the alleged necessity of “standardizing” rates of wages between the 
West and the East, raising eastern wages to the same level as those of 
the West for similar occupation; (2) the increasing cost of living said 
to have more than absorbed all recent advances of pay; (3) the asserted 
increase in the risk, labor, and responsibility connected with the employ- 
ment; (4) the supposed increase in the “productiveness” of a train crew, 
and (5) the asserted fact that the profits made by a railroad in recent 
years have increased in a greater proportion than have wages. In 
reviewing these assertions or arguments the board has laid down stand- 
ards which will be of influence as precedents, no doubt, in future wage 
adjustments. First of all, it refuses to be controlled by the standardiza- 
tion argument on the ground that what is paid by other railroads is not 
necessarily decisive as to what should be paid by those that are parties 
to the present controversy. Secondly, it finds that there has been a 
considerable increase in cost of living since the wage adjustment which 
occurred in 1910. As to the statement that trainmen today incur a 
greater risk than in the past, it flatly announces that “all the statistics 
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available indicate that the risk to trainmen in later years is decreasing 
rather than increasing.” The board further finds that the labor required 
in handling trains today is not greater now than in 1910 at the time of 
the last wage adjustment. A small concession to the claims of the 
trainmen is made in the admission that “there has been a certain increase 
in responsibility,” although the board reaches the further conclusion 
“that it is impossible to state quantitatively how great this increase of 
responsibility is as compared with the responsibility conductors and 
trainmen had to bear in 1910.” As to the argument so often repeated 
in recent wage controversies that the trainmen have increased the 
productivity of the carriers, it was plainly stated that no advance in 
productivity can properly be assigned to train crews but that such 
advance as has taken place comes from an increase in the number of 
engines. With reference to the final claims that the profits of railroads 
had increased faster than wages paid to them, the board simply rejects 
the data filed with it on the ground that it “finds itself unable to relate 
the facts in this class of exhibits to the question of wages in such a way 
as to found thereupon specific increases in rates of pay.” In other 
words, there was a complete failure on the part of both sides in the con- 
troversy to prove that any definite relationship existed between the 
rate of increase of profits and that of wages, or that there had been either 
disproportion or relationship between them. From this review it is 
evident that the points regarded by the board as sustaining the con- 
tentions of the employees are increase in cost of living and possible or 
conjectural claim to a share in advancing profits. On the strength 
of these considerations the award of about $6,000,000 is granted to the 
trainmen. From this award, concurred in as it was by the arbitrators 
for the laborers and those for the public, the railroad arbitrators dissent, 
on the ground that whereas there has been some increase in cost of 
living it is not sufficient to warrant the proposed advance, while on 
practically all other points the labor argument was defeated. They 
show that this $6,000,000 combined with the $4,000,000 recently added 
to the expenses of the roads by state legislation requiring the employ- 
ment of extra crews or “full crews” makes a total additional burden 
upon the roads of $10,000,000 which comes at a time when the roads 
are not well situated to meet an increase in their expenses, and when 
such money as they have at their disposal is needed for the introduc- 
tion of safety devices and the improvement of traveling conditions as 
demanded by the public. It is a notable fact that all three of the 
recent railroad arbitrations between the eastern carriers and their 
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employees have now turned out in greater or less degree favorable to 
the contentions of the employees so that it would seem as if the roads 
in consenting to an arbitration practically conceded some advance at 
least in wages. In fact the claim that such an assumption tacitly 
underlies the arbitration idea was baldly put forward by certain of the 
labor representatives in the course of the argument before the board 
which has handed down this decision. 


A DEMAND FOR ADVANCED RATES 


A fresh effort on the part of the railroads to secure an advance in 
rates that will suffice to offset the constantly increasing charges which 
they are obliged to bear in the shape of higher wages, larger cost of 
capital, and increasing expense of materials, has now gained for them a 
reluctant hearing before the Interstate Commerce Commission, pro- 
ceedings before that body having been after some delay opened on 
November 24. The request of the railroads is for a 5 per cent increase 
in eastern territory over their present general scale of freight charges. 
Within the past thirty days there have been great efforts to induce 
crganizations of shippers to consent to the proposed advance on the 
ground that it is actually needed by the roads in order to maintain 
their efficiency and that without it they cannot continue to furnish 
satisfactory service and at the same time provide for fixed charges, 
betterments, and reasonable dividends. Some shippers’ organizations 
have apparently committed themselves, at least in part, to the view 
that the railroads are entitled to a moderate increase, and that such 
increase, if “actually needed’? by them, should be accorded by the 
Commission. It is already evident that the argument will turn very 
largely upon the financial position of the railroads, and in this connec- 
tion the reduced earnings that are coming to the roads as a result of 
crop shortage in certain parts of the country, and from other unfavorable 
circumstances, are worthy oi note. They will tend to make the imme- 
diate income showing of the railways considerably less satisfactory than 
it would otherwise be, and will to that extent furnish a basis for the 
5 per cent increase in rates demanded by the carriers. It is expected 
that the financial data prepared and filed by the railroads in 1910 will 
be greatly added to, and elaborate work has already been done toward 
further analysis of recent incomes and expenditures on the different lines. 


SOME PARCELS POST RESULTS 


An important situation has grown up as a result of the new parcels 
post law which has now been in actual operation for about a year. In 
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consequence of the failure to raise the basis for compensation allowed 
to the railroads, at the time the parcels post law was enacted, the Post- 
Office Department has succeeded in making the system exceedingly 
profitable, the surplus arising from its operation for the first year being 
estimated at some $30,000,000. Although the railroads have applied 
for a due advance in the rate of their compensation, this application 
has been deferred until a report can be secured from a special congres- 
sional committee now engaged in investigating the mail pay question. 
There is no prospect of a report from this committee before the coming 
spring, and when that report is turned in, it is problematical how soon 
congressional action designed to carry it out in good faith will follow. 
Meanwhile the Interstate Commerce Commission has ordered into 
operation a new system of express charges, deferring, however, the date 
when these charges become effective until February 1, 1914. Express 
companies estimate that the result of the new system of charges will 
be to cut their gross revenue by about 12 to 15 per cent, resulting of 
course in a corresponding ultimate decrease of net revenue. The 
government is thus by its own action placed in the position of competing 
with the express companies upon a basis established by itself, it having 
fixed the parcels post rate and at the same time refused to pay the 
railroads for the work done by them in transporting the package freight, 
while its competitors, the express companies, are forced to operate at 
the lower rates of charge set forth in the recent order of the Interstate 
Commerce Commission. As shown by reports of the express companies, 
the effect of the parcels post in cutting into their business has already 
been very considerable so that they can hardly expect to increase the 
volume or density of their traffic, and therewith their receipts, by 
putting into operation the low rates which the Commission has directed 
them to establish. They are, in fact, cut off from any very great expan- 
sion of their transactions at the same time that their income from those 
phases of the business still left to them is materially curtailed. Simul- 
taneous with the development of this peculiar state of affairs, comes the 
announcement that efforts will be made still further to reduce parcels 
post rates, and thereby to obtain a yet larger share of the package trade 
even before the discussion now pending with the railroads regarding 
the rate of pay properly to be assigned them for their carriage of the 
mails on the new footing has been disposed of in any way whatever. 
An increase in the volume of parcels post operations, followed by a due 
payment to the railroads for the work they are doing, might result in 
making the government’s operations wholly unprofitable, and might thus 
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add to the postal deficit in proportion to the loss caused by reduction 
of charges and increase in railroad payments. The damage inflicted 
upon the express companies would be equally as great, even if the 
government were to incur a deficit in the process of competing with them. 


ANTI-TRUST DEVELOPMENTS 


Further development of the anti-trust program which is now being 
shaped by the Wilson administration shows that the program will be 
extended to include legislation designed to control the issues of stocks 
and bonds, and that such proposed legislation will probably follow the 
lines laid down in the New Jersey anti-trust measures adopted in 1913. 
The main ideas that have been thus worked out are those requiring 
stock to be “full paid,” that is to say, requiring that it shall not be 
issued without the receipt by the corporation placing it on the market 
of a full equivalent, dollar for dollar, in cash or correctly valued property; 
that there shall be entire publicity for the operations of corporations, 
particularly with reference to their issues of securities; and that there 
shall be very rigid restrictions upon the extent to which they may pur- 
chase and hold the stocks and bonds issued by other corporations 
engaged in the same or parallel lines of business. Needless to say, these 
standards for the issues of stocks and bonds are not now, and never 
have been, observed in the remotest degree by corporations operating 
in interstate trade. Such requirements will therefore call for almost a 
revolution in methods of corporation financing. Under the Taft adminis- 
tration, in 1910, a program of somewhat similar sort, applying, however, 
to railways only, was placed before Congress, but no attention was 
paid to it. Later, President Taft appointed a securities commission 
headed by President Hadley of Yale University, which made entirely 
different recommendations, suggesting “publicity” as being the chief, 
if not the only, remedy required for existing corporate evils. Even 
this, however, could not be secured from Congress. The proposed 
program is, therefore, very much larger than anything of a financial 
nature that has been urged within recent years as a means of restriction 
upon the transactions of interstate corporations. Meanwhile, antici- 
pating the formal introduction of administration bills embodying the 
official program, the Progressive Republicans in the House of Repre- 
sentatives have offered their own scheme of legislation, presenting it in 
three distinct measures, introduced by Mr. Murdock of Kansas 7 R. 
9299, 9300, and 9301, 63d Cong., rst sess.). 
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The Cotton Manufacturing Indusiry of the United States. By MEt- 
vin THoMAS COPELAND. Cambridge: Harvard Economic 
Studies, Vol. VIII, 1912. Pp. 415. $2.00 net. 

This study, which received the David A. Wells prize for 1911-12, 
is a valuable contribution and merits high commendation. The author 
has avoided becoming hopelessly technical without laying himself open 
to the charge of superficiality. 

The book is divided into two parts. The first fifteen chapters deal 
with the history and present organization of the industry in the United 
States, while the results of Dr. Copeland’s investigations in Europe, 
while Frederick Sheldon Fellow in Harvard University, are contained 
in eight chapters devoted to the relative position of the industry in this 
country and European countries. There is also a chapter of conclusions, 
stated perhaps too briefly; an appendix containing prices of cotton and 
of cotton goods since 1880; a table of dividends paid for considerable 
periods by New England mills, and a bibliography of the works quoted. 
The index is not sufficiently full to be entirely satisfactory. 

The historical sketch is brief, but interesting, and is concerned almost 
entirely with New England. Little is said of the early growth of the 
industry in the Middle States, and nothing is told of the interesting 
history of the first mills in the South, some of which were established 
nearly a century ago. In the chapter on Geographical Distribution, 
however, the chief emphasis is laid upon southern growth. In fact this 
chapter contains not only what might be expected from its title, but 
also a somewhat extended discussion of southern industrial development 
and southern labor conditions, including the employment of children. 

This discussion is sane and comprehensive, and, on the whole, 
accurate. The author has seen many of the things of which he writes and 
has drawn freely from the writings of the few men qualified to speak upon 
the subject, ignoring the hysterical outpourings of the ignorant and the 
sensational. The fact that the South has been passing through a stage of 
industrial development for which much more time was required in 
England and New England is fully recognized. The statement of the 
relative advantages and disadvantages of the South as a field for the 
industry is excellent. 
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The technical chapters also deserve high praise. The machinery 
and the processes are described so simply and so clearly that one who has 
never been inside a cotton mill will be able to gain some understanding 
of the work to be done and the labor required to do it. The chapter on 
Labor is less satisfactory. While there is much valuable information on 
the composition and the spirit of the labor force, and though there are 
tables of actual wages paid, the author frankly avoids discussing the 
relation of wages to cost of production, and the equally important rela- 
tion of wages and cost of living. Both of these are difficult questions, 
and we must regret that more of the writer’s skill and industry was not 
devoted to collecting and weighing the scattered material available. 

The section on methods of buying the raw material and of selling 
the product are informing and the facts are seldom stated so clearly 
and accurately. So far as the reviewer knows, they are nowhere else 
collected in such convenient shape. The same may be said of the 
chapters on Scale of Production and Specialization, and upon Associa- 
tions and Combinations. 

Students of the tariff will find the chapters on export and import trade 
in the first part, and the whole of the second part peculiarly interesting at 
this time. Dr. Copeland has collected with immense labor many sig- 
nificant facts. The discussion of Relative Labor Conditions is illuminat- 
ing and indicates that “pauper labor” is not so much either a reality or a 
menace as our manufacturers would have us believe. The author does 
not hesitate to indicate his conclusion that the high protective duties 
heretofore existing are unnecessary, and that the future expansion of the 
industry is likely to occur in England and the United States. While 
all may not agree with his conclusions, the facts he has collected are of 
interest to every citizen. A comparison of Dr. Copeland’s methods and 
conclusions with those of the Tariff Board is interesting and instructive. 

The volume is one which every student of American industrial history 
must read, and it should likewise be in the hands of our textile manu- 


facturers, who can gain much of value from it. 
THOMPSON 
Tue COLLEGE OF THE City oF New York 


Industrial Combinations and Trusts. By WrtitaM S. STEVENS. 
New York: Macmillan, 1913. 8vo, pp. xiv+593. $2.00 net. 
Though the title gives no indication of the fact, this volume is in 
reality a collection of readings or source materials. In the main the 
selections have been chosen from court records or decisions and from 
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governmental investigations and reports. In scope and subject-matter 
they include a great variety of forms of combination, many illustrations 
of methods of competition and restraint of trade, examples of anti- 
trust laws, judicial decisions under this legislation, decrees of dissolution, 
and, finally, the suggestions of a number of people for dealing with the 
problem. 

In general the readings have been chosen with care and there are 
scarcely any that the teacher will not be glad to have thus made available 
—as many would not be otherwise—for class reading. It is, of course, 
inevitable that in a book of this character each reader will find some topic 
omitted that he thinks ought to be included. Thus the reviewer could 
wish that the space given over to the account of the absorption of the 
Tennessee Coal and Iron Company had been used instead for such topics 
as the effect of the trusts on prices or on labor, the question of trust 
efficiency, and the connection between the railroads or the tariff and the 
trusts. Also additional space could have been gained by more extensive 
excision of immaterial parts of some selections. The readings are 
thoroughly up-to-date, and it is greatly to the editor’s credit that he has 
avoided the common mistake of confusing the corporation problem with 
the trust question. For those engaged in teaching it means much to have 
a book of this sort available for class use, while for those who, like the 
reviewer, believe in the great pedagogical value of source material, the 


volume will prove indispensable. 
CuHEsTER W. WRIGHT 


_UNIvERsity or CHICAGO 


Advertising as a Business Force. By Paut T. CHERINGTON. 
New York: Doubleday, Page & Co., 1913. 8vo, pp. xv+569. 
$2.00. 

The value of Advertising as a Business Force is not purely intrinsic. 
It is important because it signifies a development so great that it may 
almost be called a change in the relationship between practical advertis- 
ing men and what they are pleased to call “the academic world.” 

This development, or change, is evidenced in other ways. Universi- 
ties and colleges are beginning to give some recognition to advertising 
as a branch of applied economics or as a part of the work of journalism. 
Many universities have established courses and even departments 
in advertising, and some have secured experienced advertising men as 
lecturers. On the other side, certain advertising clubs have established 
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courses of lectures by university men and others whose interest in the 
subject is largely theoretical. 

In spite of all this, it is still most notable that the Associated Advertis- 
ing Clubs of America, the largest and strongest body of advertising men in 
the world, numbering among its members many who are already known 
as the authors of really valuable books on different phases of advertising, 
should have turned to a university professor when they wanted a book 
which should serve as a basis for their individual instruction courses. 
The choice fell upon Paul Terry Cherington, assistant professor of com- 
mercial organization at Harvard University. His articles in Printer’s 
Ink had attracted some attention, but he was still comparatively 
unknown to the majority of advertising men. 

The wisdom of the choice has already been proved by the enthusiasm 
with which Advertising as a Business Force has been received. Promi- 
nent advertising men have pronounced it the most valuable book on the 
subject that has ever appeared. There is no question that it is one of 
the most significant. In two respects it differs from all other presenta- 
tions of the subject of advertising, and the differences are characteristic 
of a new attitude toward the subject. In the first place, it considers 
advertising mainly as a method of marketing—that is, from the economic 
or “merchandising” standpoint. The psychology and technique of ad- 
vertising receive practically no attention. In the second place, it is 
mainly a compilation of the experiences and ideas of others. The personal 
viewpoint of the author is subordinated. 

Not only does the book differ in these respects from practically every 
other on the subject, but it is precisely the kind of book that is most 
needed just now. There has been in the past too widespread a tendency 
to look upon the surface of advertising—to consider it as a matter of type, 
and words, and pictures, and white space. There has been too little 
attention paid to the forces behind the copy, to the relation of advertising 
to business as a whole, and to the real factors that determine its efficiency. 
There has also been too widespread a tendency to allow the personal 
experiences of the author to dominate, and thus to present a view of 
advertising that was only partially true. 

This is not to condemn earlier books on advertising or to suggest 
that their usefulness is in any way diminished. Nor is it to say that there 
is not still a great field for studies of different elements that make up the 
science of advertising. But Advertising as a Business Force is a book 
most urgently needed now, and it is done in just the way that it needed 
to be done. The task of mapping out the whole field of advertising 
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and sifting from the mass of periodical literature the illustrations required 
was far from easy. Professor Cherington brought to it the keen, ana- 
lytical mind of the scientist and the painstaking care of the trained 
investigator. He was not satisfied to reach any conclusions until he 
had examined all the evidence. It is doubtful if anything worth while 
in Printer’s Ink or Advertising and Selling escaped his attention. 

All this would have been of little value without an equal power of 
synthesis. The material gathered from so many sources had to be 
brought together into a well-organized whole. This task has also been 
satisfactorily done, in spite of the fact that Professor Cherington chose 
to increase its difficulty by quoting many articles practically entire. 
The result is a complete summary of the best that has been published 
on the science of advertising as a method of marketing. It is so broad 
in scope, so unbiased in attitude, that it makes the word “compilation” 
a term of praise. 

It is true that the plan of the work has its limitations. Freedom 
from dogma is not always a recommendation for a textbook. It is prob- 
able that the untrained mind will find some chapters of the book unsatis- 
factory, because they merely give him all the available information and 
compel him to draw his own conclusions. To many others the wealth 
of verbatim quotation may prove irksome, both by its bulk and by its 
requirement that the reader shall adjust himself to a variety of styles 
and points of view. Valuable as each article is individually, we should 
have preferred that some of them be omitted or summarized in Professor 
Cherington’s own language which is always clear and terse. We some- 
times fear that he does not give himself a sufficient chance to be heard. 
In several chapters more than four-fifths of the space is given up to quo- 
tations for which the author’s comments serve only as a connecting link. 
This criticism seems all the more justified when we examine those chap- 
ters in which the author has allowed himself most scope. They are 
without question the most valuable and really informing in the whole 
book and they do not lose the quality of fairness which distinguishes the 
others. 

The policy of using quotations so extensively doubtless finds justi- 
fication in the fact that the book is to be used for individual study in 
places where files of the periodicals in which the articles appeared are not 
readily available. For all that, these quotations are the source of the 
book’s chief weakness and they may interfere with its permanence. It 
is not to be doubted that the next three years will see as great advances 
in the real science of advertising as the past three, and the periodicals 
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devoted to it must inevitably publish new contributions that render the 
old ones obsolete. In other words, any compilation depending so largely 
upon periodical literature must soon be superseded by a better authority. 
It cannot be definitive. 

This, to be sure, does not lessen the present value of Advertising as 
a Business Force. We do not refuse to buy a dictionary or an encyclo- 
paedia because it must sometime be supplanted by a newer and better 
one. All we ask is that it embody the best information of the present 
and serve as a safe guide to the future. Professor Cherington’s work 
does exactly that. It is a milestone of advertising progress. It repre- 
sents the new attitude toward advertising that is now being taken by 
intelligent business men, and must be taken if advertising is to measure 
up to its opportunity as a vital force in business. It is a truth that needs 
constant emphasis that the problems of plan in advertising are far more 
important than the problems of technique and that these problems of 
plan can be solved best by relying not upon the experiences or intuitions 
of an individual, but upon an intelligent, scientific study of the whole 
mass of past experience and the principles underlying it. Advertising 
as a Business Force is a big step forward not only because of its own value 
but also because of the auspices under which it was produced and the 
reception it has been given by practical men. 

G. B. Hotcuxiss 


New York UNIVERsITY, 
ScHOoL or COMMERCE 


History of Work Accident Indemnity in Iowa. By E. H. Dow- 
NEY. Iowa City: State Historical Society of Iowa, 1912. 


8vo, pp. xiii+337. 

Although this book was written with special reference to the prob- 
lem of working-men’s compensation in the state of Iowa, the develop- 
ment of the argument is so logical and the treatment so comprehensive 
yet simple as to make it one of the best general texts that have appeared 
on work accident indemnity. Indeed it might almost be said that the 
book gains in value as a text for the general student because of its par- 
ticular reference to the conditions in one state and the work of a particular 
commission, since this furnishes a constant practical application of prin- 
ciples and experience to a definite concrete problem and plan of action. 
The reader is thus not merely given a general knowledge of the theory 
of compensation and of the laws in force, but he has brought home to 
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him all the specific problems and difficulties involved in the actual con- 
struction and successful administration of adequate compensation legis- 
lation in the United States. ; 

As stated above, the treatment of the subject is thoroughly logical. 
It begins with a brief discussion of the concrete conditions which make 
indemnity for work accidents socially desirable. Secondly, the injustice 
and social inadequacy of the common-law system of compensation are 
shown by a clear and penetrating account of the genesis, the doctrines, 
and the practical working of employers’ liability. This is followed by a 
positive statement of the theory of occupational risks which underlies 
modern compensation legislation. A description and comparison of the 
German and British systems furnish a demonstration of the typical 
characteristics and implications of the compensation and insurance plans 
based on this principle. Finally the constructive problem at home 
is attacked: first, through a careful analysis, interpretation, and estimate 
of the compensation laws enacted in the United States; secondly, by an 
analysis of the report of the Iowa Employers’ Liability and Workmen’s 
Compensation Commission appointed in 1911; and thirdly, by a sum- 
mary consideration of the practical standards of indemnity legislation as 
derived from the whole previous discussion. 

The book is to be especially commended for its suggestive genetic 
treatment of the existing legal status, for its excellent comparative analy- 
sis of legislation in the United States, and particularly for its clear-cut 
and comprehensive discussion in the chapter on “ Standards of Indemnity 
Legislation”’ of the principles and practical problems involved. 

Along with these excellences there are some minor defects. There is 
perhaps some radical bias shown in the treatment of the development of 
common-law liability; here and there the general clearness and incisive- 
ness of style are marred by a hint of ambiguity, and the careful reader is 
at times somewhat irritated by the fact that the 783 references and foot- 
notes must be consulted at the end of the volume. 

The book contains a good table of cases, largely Iowa citations, and 


a good index. R. F. Hoxre 
UNIVERSITY OF CHICAGO 


The New Unionism. By ANDRE Tripon. New York: B. W. Huebsch, 
1913. 12mo0, pp. 198. $1.00 net. 

The fierce strikes at McKees Rocks, Lawrence, and Paterson have brought 

vividly to the minds of the people of the United States the fact that a new 

unionism is in our midst. To satisfy the desire for information on the new 
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movement, the author wrote articles for various papers such as the New York 
Sun, the New York Tribune, the Independent, the International, the Industrial 
Worker, and Solidarity. These articles together with additional material were 
worked over to form this book. 

The book contains much unconventional information not found in the 
archives of our standard economists and many biographies with intimate 
personal details of men and women whose names do not appear in Who’s Who. 
The New Unionism in its general aspects is first treated—what it is not, its 
principles, and its methods. After these general chapters the progress of the 
movement in various countries is traced. 

The New Unionism is not Anarchism, which is negative and would break 
down the good of civilization; it is not Trade Unionism, which applies only to 
the aristocracy of labor and divides the laborers into groups which fight each 
other as well as the employers; it is not Reformism nor Revolutionary Socialism, 
both of which are political. The New Unionism is a practice not a theory. It 
aims to join the workers in one big union, and give them full control of all 
industries in return for their labor. The New Unionism grows by experi- 
menting. The leaders do not profess to know how the change will come about 
or how the industrial commonwealth will manage itself. But they have faith 
that the organization which gains control can also administer. 

To attain their ends the New Unionists use direct action of two kinds 
—strikes and sabotage. They consider employers parasites with no right to 
exist, who are to be gotten rid of in any way possible. They will not make or 
keep agreements with employers. They favor short strikes. They oppose large 
strike funds because they tend to make unions conservative. The general 
strike is the ideal, but other strikes, though lost, act as tests of strength and as 
drill and preparation for the general strike. Armies have been used to sup- 
press general strikes, so the New Unionists promote anti-military agitation. 
Sabotage may be of three kinds: (1) active damaging of goods or machinery, 
for example, putting acid on goods or emery in the bearings of machines; (2) 
open-mouthed, the exposing or defeating of fraudulent practices; thus clerks 
answer questions truthfully or even volunteer information: Paris cooks told 
of the marvelous but sometimes disgusting methods used in the preparation 
of food; (3) obstructionism or passive sabotage, carrying out orders literally: 
the attempt to do this tied up the traffic on the railroads in Austria. 

The New Unionism, if we accept the interpretation of the author, is a 
protean movement, springing up in different countries under different names, 
and we find here a brief account of the methods and success of the movement 
in the leading countries of the world. 

In the United States, the New Unionism is called Industrialism. After the 
failure of the National Labor Union and the Knights of Labor, the craft or 
trade union became the dominant type of organization in this country. Most 
of these craft unions are united in the American Federation of Labor. The 
American Railway Union was organized as an industrial union by Debs in 1893, 
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but lasted only a few years. In 1899, the Western Federation of Miners, 
another industrial union, was formed. Under its guidance, the Western Labor 
Union, later called the American Labor Union, was started. The year 1905 
marks the birth of the Industrial Workers of the World sponsored by some 
Socialists, the Western Federation of Miners, and the American Labor Union. 
After considerable internal contention, the industrial element obtained com- 
plete control of the organization in 1908. They favor any tactics that will get 
the desired results. They are not concerned with questions of right or wrong. 
They encourage militant, direct action. The Industrial Workers of the 
World has been involved in strikes in Goldfield, Nev., in 1906; Skowhegan, Me., 
in 1907; Portland, Ore., in 1907; Goldfield, Nev., in 1907; McKees Rocks, 
Pa., in 1909; Seattle, Wash., in 1909; Brooklyn, N.Y., in 1911; and Lawrence, 
Mass., in 1912. Sketches are given of the lives of some of the leaders, namely 
Vincent St. John, William D. Haywood, Elizabeth G. Flynn, William Traut- 
man, Joseph Ettor, and Arturo Giovannitti. The author thinks that the old 
craft unionism is declining. In many instances the skilled workers are being 
replaced by machinery and unskilled labor. Then again the jurisdictional 
disputes cause them to waste strength fighting among themselves, and often 
one union “scabs” on another. In the American Federation of Labor, the 
United Mine Workers and the Brewery Workers are industrial unions and the 
Building Trades and the Metal Trades have been organized into departments, 
a step toward the industrial form of organization. The American Federation 
of Labor is also starting a campaign to organize the unorganized workers, 
especially the foreigners. 

In the final chapter on the Influence of the New Unionism on Modern 
Thought, the author denies flatly the statement that the movement has its basis 
in some of the modern philosophers. He insists that it is a mass movement 

by militants within the movement and that the New Unionists do not 
even know the names of these philosophers to whom the movement is often 
attributed. Bergson is all theory, Syndicalism is all practice. Tridon is 
especially harsh in treating of Sorel whom he accuses of having reformists’ views, 
of asserting that the general strike is myth, and of holding traditional views of 
sexual ethics; thus showing that the Frenchman has not furnished the philo- 
sophical basis for the movement. 


The Country Church. By C. O. Gri and Girrorp Pincuot. New 
York: Macmillan, 1913. 8vo, pp. 222. $1.25 net. 

This volume by Charles O. Gill and Gifford Pinchot presents the first 
scientific study of the country church: the decline of its influence, and the 
remedy. The three questions the authors raise are: (1) Is the church growing 
or declining in power? (2) Is it doing the work which belongs to it? (3) Is 
it as influential an agent for the improvement of country life as it should be; if 
not, how can it regain the position it once held ? 
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The study is confined to two typical counties, one in New York and one in 
Vermont. The fairness of the conclusions is assured by the fact that Mr. Gill 
has been for fifteen years minister to a country church and that the book is 
published by authority of the Federated Churches of Christ in America. For 
the twenty-year period studied, the church attendance declined about one- 
third. Attendance decreased in the strictly rural districts, country districts, 
and towns of less than 2,500 population about 52 per cent. The church was 
less liberally supported than formerly, the minister inefficient, and the prestige 
and influence of the church declining. The authors found damaging evidence 
against over-churching; “the more numerous the churches, the greater the loss 
in attendance.” The two townships with but one church each held their own 
better than the others. 

Considerable attention is devoted to suggestions for improving the con- 
dition of the ruralchurch. No single solution of the problem is proposed. The 
country church cannot be successful apart from a successful community. The 
country church cannot prosper unless it is deeply, intelligently, and effectively 
interested in agricultural production. If the churches in the rural districts are 
to be a force in improving conditions, there must be a program of social service 
adaptive to the rural needs, an effective country ministry, and church co- 
operation. 

This is one of the most important books written dealing with the country 
problem. Its analysis of the status of the country church is scientific and its 
constructive work logical and clear. Already one important movement has 
come from the investigation—The Hartford Forward Movement. The book 
is indispensable to any student of rural problems and intensely interesting to 
anyone who has a social interest. 


Men and Rails. By RowLanp Kenney. London: T. Fisher Unwin, 
1913. 12m0, pp. xiii+263. 6s. net. 


The writer of this volume first takes up the origin of railways, the early 
opposition to them by those in possession of stage routes and waterways, and 
their final recognition. A consideration of the growth and amalgamation of 
the railroad systems is followed by a discussion of the general problems of labor, 
such as hours, wages, safety appliances, trade unionism with its strikes, con- 
ciliation boards, trade agreements, etc. The British government, and 
especially the board of trade, come in for their share of criticism, the author 
believing that both bow to the will of the railroad directors. The history of the 
great railway strike of 1911 is given, and the active part which the government 
took in this strike is attributed to a fear of foreign complications. 

In concluding, the author asks: ‘Where is it all going to end?” The 
general feeling among the people seems to favor “railway nationalization,” but 
this, he believes, is only a beginning of the end. He favors rather guild 
socialism, that is, “‘the whole of the labor required for railway working should 
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be organized into one guild. The ownership of the railways should be vested 
in the state and the guild would be responsible for the carrying-on of the 
industry. Or, in other words, the labor monopoly now in existence should be 
organized so that its executive force could trade direct with the nation for the 
supply of that which it would have for sale, the labor of its units.” Mr. Ken- 
ney does not consider this an. ideal solution, but claims for it the merit of 
being practical. 

This book, while not as sentimental as is much of the literature that is at 
present being written on the general subject of labor unrest, cannot be said to 
be a scientific treatise of the labor problem arising in the railroad industry. 
The writer often gives statistics to prove his contention but fails in many cases 
to give references, in more than a general way, for the sources of his figures. 
This, regardless of the accuracy of any data given, casts a shadow of doubt over 
the argument. Especially is this true in the case of a reader who may have had 
experience in reading the literature of industrial disputes. Further, no 
bibliography is given by which statements might be corroborated. It is the 
work of a layman writing for the general reader. 


Artificial Flower Makers. By Mary VAN KtEEcK. New York: Survey 
Associates, Inc., 1913. 12mo, pp. xix+261. $1.50. 

This study of the artificial flower-trade workers by Mary Van Kleeck is the 
second of a series of investigations on women in industry made by the Russell 
Sage Foundation Committee on Women’s Work. The study is based on first- 
hand information secured from employers and employees in New York City 
where three-fourths of the artificial flowers made in the United States are 
produced. The purpose of the investigation was to ascertain “the well-being 
of the girls employed, in so far as it could be measured in wages, hours of labor, 
regularity of employment, opportunity to acquire skill, chance to advance, and 
the conditions of living made possible by the wages received.” 

The results of the study show very low wages and intermittent employ- 
ment. It is not possible in the trade to make up a stock of goods because of 
changing fashions. The producer of artificial flowers does not know what 
kinds of flowers will be in demand. He can make flowers only on orders, which 
means rush work for a short while, followed by a slack season. Because 
of the nature of the work, much of it can be done at home; this tends to lower 
wages. In 13.3 per cent of the cases investigated, the workers received less 
than three dollars per week, while the average was only $6.37 per week. The 
Fifty-four Hour Labor Law of New York is evaded in over three-fourths of the 
shops by the sending of work home by the employers to be done after closing 
hours. 

A comparison of the trade in the United States and France showed that the 
conditions under which the business is conducted in this country preclude any 
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possibility of its ever becoming an art; quality is sacrificed to quantity, and no 
opportunity is given to the workers to learn the trade. 

The volume is an excellent presentation of a very careful and accurate 
investigation of the conditions of employment of women in the flower-making 
industry. Though the conditions shown are particularly those of one trade, 
they are more or less common to all trades in which women are employed. 


Industrial Warfare. By CHARLES WatNEy and James A. LITTLE. 
New York: E. P. Dutton & Co., 1913. Pp. x+353. $2.00 net. 


The object of this volume, as stated by its authors, is to give an epitome of 
the labor movement “which may explain to the ordinary reader the exact 
significance and the probabilities of the growing unrest.” This end is accom- 
plished by first giving a brief history of the labor organizations in Great 
Britain, definitions of the “-isms” in labor unrest, followed by a discussion of 
the labor situation in the more important industries. After the status quo of 
the labor unrest has thus been set forth the authors take up and discuss the 
attitude of the government toward labor, aad the suggested remedies from the 
viewpoints of the employer, the worker, and the general public. 

At the end of each chapter is given in brief a short sketch of the lives of the 
men actively engaged in this labor struggle, those of both the workers and 
the employers. The last chapter gives a summary of the labor legislation that 
has been passed in England, in her colonies, and in foreign countries. Appen- 
dices, which are useful in understanding discussions in the earlier part of the 
book, are also added. 

To one who wishes a brief statement of labor conditions as they exist today 
in England this is a valuable book. The authors set forth the conditions that 
exist in this perplexing question in a clear, forceful, and unimpassioned manner. 
Having stated the situation as it exists, they leave it to the reader to draw his 
own conclusions. It undoubtedly would have added to the merit of the book 
had a bibliography been appended to suggest helpful readings to those who 
might wish to inquire into this subject more closely. 


The Wage Earner. By Joun MitcuHett. Washington, D.C.: P. S. 

Ridsdale, 1913. 8vo, pp. 186. $1.00. 

“Problems of the wage-earner” would perhaps indicate better what Mr. 
Mitchell wishes to deal with here. He has considered the special bearing on the 
worker of various specific social and economic phenomena of present-day 
society rather than given a comprehensive or unified study of the worker’s 
position and its causes. Such an exposition of these special problems is, how- 
ever, pertinent. Regardless of how the present situation came about, the 
results of unrestricted immigration, of the general adoption of industrial 
efficiency schemes, and of a certain attitude on boycotting and injunctions by the 
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courts have a very direct and immediate interest for the wage-earner. He 
must meet these problems because they affect the earning of his livelihood. 

To Mr. Mitchell the way to meet them lies in a general adoption of trade- 
union principles. He can show that much has been accomplished by it, and 
that there is much more which is doubtless within its power todo. But he has 
failed to show that all the problems which he discusses can be brought within 
trade-union activities. 


Regulation. By W.G. Barnarp. Seattle: Regulation Publishing Co., 
1913. pp. 124. $1.00. 

This little book is designed “‘for the busy business man and for those who 
have devoted little time to the study of economic literature.” As such it 
presumes entirely too much on the ignorance of this class of readers. There are 
today few men who will be deluded into the belief that any one reform can 
bring about the social millennium. The remedy proposed by the author con- 
templates the substitution of eighty-year leases for ownership of land in fee 
simple, and far-reaching regulation of prices, wages, and rates of interest. 
Naive arguments are advanced to show how these measures would solve the 
various economic problems of the day. The whole tariff question is discussed 
in ten pages, the quantity theory of money is given three pages, and price 
regulation is disposed of by three quotations from the Ouélook. The author 
even delves into the problems of unemployment, trust control, vast private 
fortunes, Australian labor legislation, and the high cost of living. Needless to 
say, the discussion is totally inadequate. 


Indian Slavery in Colonial Times within the Present Limits of the United 
States. By A. W. Lauper. (“Columbia University Studies in 
History, Economics, and Public Law,” Vol. LIV.) New York: 
Longmans, Green & Co., 1913. 8vo, pp. 352. $3.00. 

The author of this volume has entered a comparatively new field of research, 
and his thorough and careful study places before the public much interesting 
material hitherto inaccessible. The discussion of Indian slavery among the 
Indians themselves and among the Spaniards and French is followed by an 
extensive study of the institution in the English colonies. Causes, character, 
extent, and effects all receive scholarly consideration. The entire work is 
supported and strengthened by elaborate citations and a widely inclusive 
bibliography. 
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Chicago and the Old Northwest, 1673-1835. By Milo Milton 
Quaife, Professor of History in the Lewis Institute of Tech- 


nology. 
488 pages, 8vo, cloth; $4.00, postpaid $4. 23 

This book recounts, in a manner at once scholarly and 
dramatic, the early history of Chicago. Important as this 
subject is, it is not treated solely for its own sake. The author’s 
larger purpose has been to trace the evolution of the frontier 
from savagery to civilization. From the point of view of Chicago 
and the Northwest alone the work is local in character, although 
the locality concerned embraces five great states of the Union; 
in the larger sense its interest is as broad as America, for every 
foot of America has been at some time on the frontier of 
civilization. 

This task has never before been performed in an adequate 
way. The one really brilliant historian of Illinois, Mr. Edward 
G. Mason, died with only a few fragments of his great work 
completed, and no one has yet come forward to take his place. 
It is believed that this book will take rank as the standard history 
of Chicago in the early days. 

Chicago Tribune. A history of the beginnings of Chicago which, because 
it is scientific and based upon records rather than upon tradition, may 
overturn existing chronologies on the same subject. 


Animal Communities in Temperate America. A Study in Animal 
Ecology. By Victor Ernest Shelford, Instructor in Zodlogy in 
the University of Chicago. 

380 pages, 8vo, cloth; $3.00, postpaid $3.22 

This volume by Dr. Shelford presents the principles of 
field ecology, illustrated by the more widely distributed animal 
habitats of the eastern half of temperate North America, and 
the aquatic habitats of a much larger territory. Six chapters 
deal with general principles. 

In several chapters animal communities of lakes, streams, 
swamps, forests, prairies, and various soils and topographic 
situations are considered from the point of view of modern 
dynamic ecology. A very valuable feature of the book is the 
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three hundred figures of widely distributed animals chosen to 
represent the chief types of animal communities and their 
characteristic modes of life. 


Artificial Parthenogenesis and Fertilization. By Jacques Loeb, 

Member of the Rockefeller Institute for Medical Research. 

318 pages, 12mo, cloth; $2.50, postpaid $2.68 

This new work presents the first complete treatment of the 
subject of artificial parthenogenesis in English. Professor Loeb 
published four years ago a book in German under the title Die 
chemische Entwicklungserregung des tierischen Eies. Mr. W. O. 
R. King, of the University of Leeds, England, translated the 
book into English, and the translation has been revised, en- 
larged, and brought up to date by Professor Loeb. It gives, as 
the author says in the preface, an account of the various methods 
by which unfertilized eggs can be caused to develop by physico- 
chemical means, and the conclusions which can be drawn from 
them concerning the mechanism by which the spermatozoon 
induces development. Since the problem of fertilization is in- 
timately connected with so many different problems of physi- 
ology and pathology, the bearing of the facts recorded and 
discussed in the book goes beyond the special problem indicated 
by the title. 


The Mechanistic Conception of Life. Biological Essays by Jacques 

Loeb, Member of the Rockefeller Institute for Medical Research. 

238 pages, 12mo, cloth; $1.50, postpaid $1.65 

The achievements of Professor Jacques Loeb in the field of 
experimental biology insure any book of his a wide reading. 
His experimental work at the universities of Chicago and Cali- 
fornia, as well as in his present position, gives this volume an 
especial significance. Professor Loeb here presents many of the 
current problems in biology, and discusses the question whether 
the phenomena of life can be unequivocally explained in physico- 
chemical terms. 


Johns Hopkins Hospital Bulletin. All eager to know more of the origin of 
life will find no modern book of its size nearly so instructive or inspiring. 


A Manual for Writers. By John M. Manly, Head of the Depart- 
ment of English in the University of Chicago, and John A. 
Powell, of the University of Chicago Press. 

226 pages, 12mo, cloth; $1.25, postpaid $1.35 
A book designed to aid authors and all others who are 
concerned with the writing of English. It aims to answer the 
practical questions that constantly arise in the preparation of 
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manuscripts for the printer, business letters, and any sort of 

composition where correctness of form is an important element. 

It treats in a clear and convenient way the maiters of 

ar, spelling, and general form which writers need most 

to be informed about, and gives full directions on the preparation 

of “copy” for the printer and the correcting of proof. The 

chapter on letter-writing is unique and of especial value in its 
practical suggestions. 

C. E. Raymond, Vice-President of the J. Walier Thompson Co. It 
seems to me to be the most comprehensive and comprehensible of 
any of the works on this subject which I have had the pleasure of 
seeing. 


The Elements of Debating: A Manual for Use in High Schools 
and Academies. By Leverett S. Lyon, of the Joliet High 
School. 

148 pages, r2mo, cloth; $1.00, postpaid $1.07 

The aim of the book is to put the well-established principles 
of the art of debating within the reach of young students. It 
therefore presents the elements of public speaking so freed from 
technicality that the student may assimilate them in the shortest 
possible time and with the least possible interpretation by the 
teacher. 

The book consists of ten chapters and a number of appen- 
dices. Each chapter is preceded by an analysis of the subject 
and followed by a series of suggested exercises. The whole 
subject is treated in a direct, practical way with the greatest 
possible clearness, and with illustrations drawn from subjects 
familiar and interesting to high-school boys. It is entirely 
modern in that it lays stress on efficiency, rather than on theo- 
retical perfection. Illustrations are given from some of the most 
effective arguments ever written, and a list of suggested topics 
is added in an appendix. 


London in English Literature. By Percy Holmes Boynton, Assistant 
Professor of English Literature in the University of Chicago. 


358 pages, 8vo, cloth; $2.00, postpaid $2.17 


This volume differs from all other volumes on London in 
that it gives a consecutive illustrated account of London not from 
the point of view of the antiquarian but from that of the inquiring 
student of English literary history. 

It deals with ten consecutive periods, characterized in turn 
by the work and spirit of Chaucer, Shakespeare, Milton, Dryden, 
Addison, Johnson, Lamb, Dickens, and by the qualities of Vic- 
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torian and contemporary London. The emphasis is thus dis- 
tributed over history and given largely to the richer and more 
recent literary periods. The temper of each epoch is discussed, 
and then in particular those literary works which are intimately 
related to certain localities in London. 

The work contains four maps and forty-three other illustra- 
tions, selected from the best of a great fund of material. As 
further aids to the student or the general reader, the sources of 
all material are indicated by footnotes and lists of illustrative 
reading are appended to each chapter. There are also an 
appendix with detailed references to illustrative novels, and a 
carefully compiled index. 

The Springfield Republican. It would seem as if Mr. Boynton’s book 
would make strong appeal to everybody who has been in London, and 


a good many more who would like to go there; .... he has caught 
its spirit and presented it here. 


Social Programmes in the West. (The Barrows Lectures.) By 
Charles Richmond Henderson, Head of the Department of 
Practical Sociology in the University of Chicago. 

212 pages, 8vo, cloth; $1.25, postpaid $1.38 
The Barrows Lectures (1912-13) delivered with so much 
success in the Far East by Professor Henderson are included 
in this volume, which is also published in India by the Macmillan 

Company. The subjects of the lectures are as follows: “ Founda- 

tions of Social Programmes in Economic Facts and in Social 

Ideals,” ‘Public and Private Relief of Dependents and Abnor- 

mals,” “Policy of the Western World in Relation to the Anti- 

Social,” “ Public Health, Education, and Morality,” “Movements 

to Improve the Economic and Cultural Situation of Wage- 

Earners,” and “Providing for Progress.’”” The author, in his 

preface, says that “‘the necessity of selecting elements from the 

social activities of Europe and America which might have value 

in the Orient under widely different conditions, compelled a 

consideration of the materials from a new point of view.” The 

introduction includes, besides a syllabus of the six lectures, the 

Letter of Commission from the officers of the three great inter- 

national associations for labor legislation, asking the lecturer to 

present their aims wherever it was possible in India, China, and 

Japan. There is also included a statement by Professor E. Fuster, 

of Paris, of the aims of the international associations on social 

legislation. 

Boston Transcript. The lectures will be of value to American readers in 


that they concisely place before them the social problem in its most 
fundamental aspects. 
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Christian Faith for Men of Today. By E. Albert Cook, Professor 
of Systematic Theology in the Congregational College of 
Canada. 

276 pages, 12mo, cloth; $1.25, postpaid $1.35 


This volume contains a clear and reasonable interpretation 
of life from the Christian point of view, and some definite formu- 
lation of those beliefs that have proved most effectual in the 
development of individual character and in the promotion of the 
welfare of society. Professor Cook believes that Christianity 
is the religion which best meets the needs of all races and classes. 
The convenient arrangement of the material in numbered para- 
graphs, the valuable appendices, and the general systematic 
treatment of the subject commend the book as a popular text 
for college men and women, and for adult classes and clubs as 
well as for general reading. 


Watchman. It is written for those who feel the currents of thought of 
this age and have conceptions framed by science, sociology, and history, 
and need something more acceptable to their reason than current 
traditional conceptions. The treatment of the Scriptures is reverent 
but free, and does not disturb faith, but resets it according to modern 
conceptions. 


Materials for the Study of Elementary Economics. By Leon 
Carroll Marshall, Chester Whitney Wright, and James Alfred 
Field, of the Department of Political Economy in the University 
of Chicago. 

946 pages, 8vo, cloth; $2.75, postpaid $3.00 
Special Library Edition, postpaid $4.80 
This volume of nearly a thousand pages is intended to supply 
to students of elementary economics a collection of readings, 
illustrating the working of economic principles in actual life. 

The material is drawn from the most various sources—books, 

magazines, newspapers, commission reports, court decisions, 

corporation charters, government circulars, etc. The selections 
have been carefully edited, so as to eliminate unsuitable material 
and present the documents in the most usable form. 

The volume, which is intended to be used in connection 
with any standard text, has already been adopted by many of 
the leading institutions of the country. 


Professor John Bauer, Cornell University. It ought to have a large demand 
from all classes of institutions. 


Professor Charles C. Arbuthnot, Western Reserve University. Materials for 
the Study of Elementary Economics is altogether the most promising 
collection of illustrative material I have ever seen. 
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My Life. By August Bebel. (With a Portrait.) An Autobiog- 
raphy of the Famous Leader of the Social Democratic Party 
in Germany. 


344 pages, 8vo, cloth; $2.00, postpaid $2.14 


This autobiography contains the story, from the inside, of the 
rise of the German trades-unions, and throws many interesting 
sidelights on the politics of Bismarck and Lassalle. Up to 
the time of his death in August, 1913, Bebel was the molding 
influence of the Social Democratic party, which is, even under 
the restricted franchise, a power in the German state. Bebel 
gives a vivid description of the poverty of his early life and of 
his wanderings as a craftsman in search of work all through 
Germany—the Germany before the wars of 1864, 1866, and 
1870-71, and before the Unification. Soon after his election to 
the Reichstag he was convicted of high treason for the expression 
of his views on the Franco-German War and had to spend some 
years in prison. The international reputation of the author, the 
extreme frankness with which he writes, and the striking suc- 
cesses of the movement with which he is identified make this a 
human document of remarkable interest and significance. 


The Nation. He is a rare narrator..... He humanizes a great cause, 
and by so doing makes it intelligible, and perhaps even appealing, to 
thousands who would otherwise pass by on the other side. 


Francesco Petrarca and the Revolution of Cola di Rienzo. A Study 
in the History of Rome during the Middle Ages. By Mario 
Emilio Cosenza, Instructor in Latin in the College of the City 
of New York. 


335 pages, 12mo, cloth; $1.50, postpaid $1.60 


In these pages the author draws a picture of Petrarch as a 
statesman, believing that even if Petrarch had never written a 
sonnet in praise of Laura he would still be dear to many genera- 
tions of Italians for having been the first real Italian patriot—a 
man who was not bounded by narrow partisanship but who 
through a long and active life was wholly devoted to the cause of 
a unified Italy. Dr. Cosenza has chosen for special treatment 
Petrarch’s relations with Cola di Rienzo, because they constitute 
a story that is virtually a chapter in the history of Rome during 
the Middle Ages. The material of the present volume is drawn 
chiefly from Petrarch’s letters, from the extremely important 
correspondence of Cola di Rienzo, and from the equally important 
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archives of the Roman church. Nearly all this material is new 
to the English language. The notes are detailed enough to make 
clear Petrarch’s many allusions. The book is written with the 
charm of a vital scholarship and with intimate feeling for its 
subject, and the incidents connected with the lives of the two 
great Italians who lived centuries in advance of their times have a 
remarkable variety and interest. 


Boston Evening Transcript. As we read these extracts from the letters of 
Petrarca, and the scholarly notes that accompany them, we are con- 
vinced that, whatever the opinion of the papal court, Petrarca was a 
great statesman. 


American Poems. Selected and Edited with Illustrative and Ex- 
planatory Notes and a Bibliography. By Walter C. Bronson, 
Litt.D., Professor of English Literature in Brown University. 

680 pages, 12mo, cloth; $1.50, postpaid $1 .68 


The book offers a most carefully chosen and well-balanced 
presentation of the poetic works of Americans, covering the 
entire period of our history. For the teacher as well as the 
student the value of the work is greatly enhanced by the com- 
prehensive Notes, Bibliography, and Indices. It is believed that 
the book will have the wide popularity of Professor Bronson’s 
earlier collection, English Poems, which has been adopted by 
all leading American colleges. 

The Dial. The resources of the special collections of Brown University 


have supplied the editor with the best authorities for accurate texts, 
and have made possible the widest range of selections. 


Education. Professor Bronson has done a real service to teachers and 


students of literature... .. It is a truly adequate presentation of 
American poetry. 


The Courts, the Constitution, and Parties. Studies in Constitu- 
tional History and Politics. By Andrew C. McLaughlin, 
Professor of History in the University of Chicago. 

308 pages, 12mo, cloth; $1.50, postpaid $1.63 


A volume of peculiar interest at this time, when the courts 
and political parties are subject to general criticism. The dis- 
cussion is especially significant as coming from a lifelong student 
of constitutional questions, whose work at the University of 
Michigan, the Carnegie Institution of Washington, and the Uni- 
versity of Chicago is so widely known. The point of view is 
historical. Though the articles are scientific they are intended 
for the reader who is interested in public affairs rather than for 
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the professional student. The work consists of five papers, the 
first of which discusses the power of a court to declare a law 
unconstitutional. Two of the papers deal with the growth and 
essential character of political parties, and are followed by one 
on the history of differing theories of the federal Union. The 
work concludes with a discussion of the written constitution in 
some of its historical aspects, taking up the origin of these docu- 
ments and the problems of their maintenance and interpretation 
in the development of the modern popular state. 


Harvard Law Review. To the reviewer the two papers first mentioned seem 
to be contributions of great and permanent value to the discussion of 
their topic The style of these essays is easy and delightful and 
their argument sane, thoughtful, and persuasive. 


Political Science Quarterly. Professor McLaughlin, in this most important 
essay under review, has —— the field anew, and with rare appre- 
ciation of the purport and the weight of evidence has contributed a 
judgment which may well be regarded as definitive. 


Heredity and Eugenics. By John M. Coulter, William E. Castle, 
Edward M. East, William L. Tower, and Charles B. Davenport. 


312 pages, 8vo, cloth; $2.50, postpaid $2.70 
Leading investigators, representing the University of Chicago, 


Harvard University, and the Carnegie Institution of Washington, 
have contributed to this work. Great care has been taken by 
each contributor to make clear to the general reader the present 
position of evolution; the results of experiments in heredity in 
connection with both plants and animals; and the enormous 
value of the practical application of these laws in breeding and in 
human eugenics. The volume is profusely illustrated. 


British Medical Journal. Those who are desirous of arriving at an estimate 
of the present state of knowledge in all that concerns the science of 
genetics, the nature of the experimental work now being done in its 
various departments, . . . . and the prospects, immediate or remote, 
of important practical applications, cannot do better than study 
Heredity and Eugenics. 
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PUBLICATIONS OF THE CAMBRIDGE 
UNIVERSITY PRESS 


T= University of Chicago Press has become the American 
agent for the scientific journals and the following books 
issued by the Cambridge University Press of England: 


BOOKS 


The Life and Correspondence of Philip Yorke, Earl of Hardwicke, 
Lord High Chancellor of Great Britain. By Philip C. Yorke, 
M. A. Oxon., Licencié-és-Lettres of the University of Paris. 
Royal 8vo. Three Vols., with six illustrations. Vol. I, pp. 702; Vol. II, pp. 606; 
Vol. III, pp. 662. Price $13.50, postpaid $14.22 
This solid and significant work is based on the Hardwicke 
and Newcastle manuscripts and, in addition to the life of Lord 

Hardwicke, gives the whole history of the Georgian period from 

1720 to 1764. An account of the great judge’s work in the King’s 

Bench and in Chancery is included. The characters and careers 

of Walpole, Newcastle, Henry Pelham, the elder Pitt, Henry 

Fox, the Duke of Cumberland, George II, and George III and 

various incidents—such as the fall of Walpole, the Byng catas- 

trophe, and the struggle between George III and the Whigs— 
appear in a clearer light, which the author, by aid of original 
papers and manuscripts, has been enabled to throw upon them. 

These documents are now published, or brought together and 

annotated, for the first time. 

The North American Review. It corrects errors of previous ill-informed or 
prejudiced biographers of Lord Hardwicke, and presents an apparently 
just portrait of a really eminent man, together with a wealth of his- 
torical information. 


The Genus Iris. By William Rickatson Dykes. With Forty- 

eight Colored Plates and Thirty Line Drawings in the Text. 

254 pages, demi folio, half morocco; $37.50, postpaid $38.36 

This elaborate and artistic volume brings together the avail- 
able information on all the known species of Iris. The account 
of each includes references to it in botanical literature and a 
full description of the plant, together with observations on its 
peculiarities, its position in the genus, its value as a garden 
plant, and its cultivation. As far as possible the account of the 
distribution of each species is based on the results of research in 
the herbaria of Kew, the British Museum, the Botanic Gardens 
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of Oxford, Cambridge, Berlin, Paris, Vienna, and St. Petersburg, 
and the United States National Museum at Washington. 

The most striking feature of the book is the forty-eight life- 
size colored plates, reproduced from originals drawn from living 
plants—making it a volume of great beauty as well as of scientific 
importance. 

The American Florist. Lovers of irises owe a huge debt of gratitude to 

William Rickatson Dykes, who after years of labor has produced a 


magnificent work on these plants... .. Mr. Dykes combines the 
scientist’s analytical skill with all the grower’s enthusiasm. 


The Florists’ Review. If anything else could be added to the book that 
would really increase its beauty or its scientific value or its practical 
utility, the present reviewer is curious to know what that addition 
could be. 


Byzantine and Romanesque Architecture. By Thomas Graham 
Jackson, R.A. Two Volumes, with 165 Plates and 148 
Illustrations. 

Vols. I and II, each 294 pages, crown quarto, half vellum; two vols. $12.50, 

postpaid, $13.25 

This work contains an account of the development in Eastern 
and Western Europe of Post-Roman architecture from the fourth 
to the twelfth century. It attempts not merely to describe the 
architecture, but to explain it by the social and political history 
of the time. The description of the churches of Constantinople 
and Salonica, which have a special interest at this time, is fol- 
lowed by an account of Italo-Byzantine work at Ravenna and in 
the Exarchate, and of the Romanesque styles of Germany, 

France, and England. Most of the illustrations are from 

drawings by either the author or his son, and add great artistic 

value to the volumes. 

The Nation. The two volumes must surely take their place among the 
standard classics of every architectural library. 


The Duab of Turkestan. A Physiographic Sketch and Account of 
Some Travels. By W. Rickmer Rickmers. With 207 Maps, 
Diagrams, and Other Illustrations. 

580 pages, royal 8vo, cloth; $9.00, postpaid $9.44 

A record of exploration of a little-known region, combined 
with some elementary physiography. The book discusses the 
various geographical elements in the natural organic system of 
the Duab of Turkestan (or Land between the Two Rivers) 
between the Oxus and the Jaxartes, the information being strung 
on the thread of a highly interesting story of travel and mountain 
exploration. The author was at great pains to obtain typical 
views of physical features such as mountains, valleys, and glaciers, 
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and also of vegetation, village life, and architecture; and there 
are many diagrams for a clearer understanding of the text. 

The book is especially suitable for colleges, libraries, and 
schools, and for all students or teachers of physical geography 
and natural science. 


The Journal of Geography. The author’s delicate touches of humor, his 
picturesque language in description, and his knowledge of physiography 
and climatology, . . . . all contribute materially to the excellence of 
the book. Much attention is given to physiographic processes and 
features, but the splendid half-tones tell the story better than words. 


JOURNALS 

Biometrika. A journal for the statistical study of biological problems. 
Edited by Kart Pearson. Subscription price, $7.50 a volume; 
single copies, $2.50. 

Parasitology. Edited by G. H. F. Nuttart and A. E. Suiprey. Sub- 
scription price, $7.50 a volume; single copies, $2.50. 

Journal of Genetics. Edited by W. BaTrson and R. C. Punnett. Sub- 
scription price, $7.50 a volume; single copies, $2.50. 

The Journal of Hygiene. Edited by G. H. F. Nutraty. Subscription 
price, $5.25 a volume; single copies, $1.75. 

The Modern Language Review. Edited by J. G. Ropertson, G. C. 
Macavutay, and H. OEtsner. Subscription price, $3.00 a volume; 
single copies, $1.00. 

The British Journal of Psychology. Edited by W. H. R. Rivers and 
C. S. Myers. Subscription price, $3.75 a volume. 

The Journal of Agricultural Science. Edited by Proressor R. H. BIFFEN, 
A. D. HALt, and Proressor T. B. Woop. Subscription price, $3.75 
a volume; single copies, $1.25. 

The Biochemical Journal. Edited for the Biochemical Society by 
W. M. Bayuiss and ArtHur HarpEn. Subscription price, $5.25 a 
volume. 

The Journal of Ecology. Edited for the British Ecological Society by 
Frank Cavers. Subscription price, $3.75 a volume; single copies, 
$1.25. 

Note.—Prices on back volumes vary, and postage from London is 
charged on back volumes and single copies. 
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THE SUMMER QUARTER 
FOR 1914 


The Calendar for 1914.—It is expected that the Summer Quarter will begin 
Monday, June 15, and end Friday, August 28, the Autumn Convocation being held 
on the -" ternoon of that day. For further particulars see bulletin which will appear 
in Mare 


Limitation of Work, etc.—The student is limited to three minor courses for 
each term, or to three major courses for both terms. In special cases permission 
may be obtained from the deans to pursue an additional course, for which, in the 
case of undergraduate students, a supplementary fee must be paid. Graduate 
and Law students are given larger privileges, and students in the College of Edu- 
cation may add one of the arts a Aa additional fee. 


College Study.—The Summer Quarter is an integral part of the college year. 
Courses taken may be counted toward the pachalets degree as in any other quarter. 
The Summer Quarter may thus be used to supplement work in the other three 
quarters, and so reduce the ordinary four years’ course to three; it may replace 
one of the other quarters taken as vacation; or a sufficient number of summer 
quarters ma satiaty all the requirements for the degree. Members of the — 
teaching staff in every department are in residence. Required courses are regu ~e | 
given, and elective courses are repeated more or less frequently, according to deman 


Graduate Study.—College professors and school teachers, clergymen, and mem- 
pom of other professions, holding Bachelor’s degrees from accepted colleges, may 
ail themselves of the facilities of the University to pursue advanced studies under 

the guidance of research professors in all the chief departments of investigation. 


Biblical and Theological Study.—The Divinity School offers to professors of 
theology, to theological students, to ministers, to religious workers, and to others 
interested in biblical and theological study, introductory and advanced courses in 
all its departments. 


Professional Courses in Law.—Students beginning the study of law, those 
in the midst of their professional studies at Chicago or elsewhere, and practicing 
lawyers are offered work of a thorough and systematic character. 


Courses in Medicine.—College Seniors planning to study medicine, students 
in medical schools, and practitioners will find the ye | course in medicine 
ably — to their needs. The Summer Quarter is of especial value to students 
who need to review and to make up work. 


Educational Principles and Methods.—The courses of all departments have 
a bearing upon the work of teaching, but the courses of the College of Education 
are peculiarly adapted to the professional needs of | in — rimary and 
secondary schools. The work in the various shops affords 'y complete 
instruction in the industrial arts and crafts. 


Public Lectures.—A series of public lectures, concerts, and other forms of 
entertainment is scheduled rn ep the Summer Quarter, and affords oppor- 
tunity to students to hear speakers of eminence and artists of distinction. 


Chicago in Summer.—An agreeable summer temperature, spacious parks, 
notable iitaies and museums, great industrial plants, typical foreign colonies, a 
number of Settlements, and other significant social institutions e Chicago a 
peculiarly appropriate center for study and investigation. 


For full information address 
THE UNIVERSITY OF CHICAGO 
CHICAGO, ILLINOIS 
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A Message from the Best Equipped Bookstore 
in the World 


We are the largest wholesale dealers in the books of all 
publishers, English and American, and can conse- + 
quently render the most efficient service in filling your 
orders for books. We solicit orders from 


BOOKSELLERS, PUBLIC LIBRA- 
RIES, PUBLIC AND PRIVATE 
INSTITUTIONS, ETC. 


We are well equipped to furnish customers with infor- 
mation about out-of-print books, books on special sub- 
jects, or books otherwise hard to obtain. All orders, 
large or small, receive prompt attention. 


Catalogues sent on request 


THE BAKER & TAYLOR CO. 


Trade Agents in the East for 
THE UNIVERSITY OF CHICAGO PRESS 


33-37 East 17th Street, Union Square North 
NEW YORK CITY 


N T JUDGE BY THE PRICE 


Y The high prices charged for the majority of office appliances 
\\ Di lead some people to doubt the value of the 

DAUS’ IMPROVED TIP TOP DUPLICATOR 
on account of its low price ($5.00), but the fact that it is used and 
endorsed by the N.Y. Gentral Railroad, U.S. Steel Gorporati..n, Westinghouse 
Electric Co., etc., proves that the work done must be first-class. 
High class endorsements are strong arguments, but we do not 
depend upon them to sell our Daus’ Tip Top, preferring to have 
you try it yourself before buying, by taking advantage of our offer of 

10 Days’ Trial Without Deposit 

Each machine contains a continuous roll of our new “‘Dausco”’ 


¢ Duplicator, cap size (prints 83{ x 13 inches.) Price, 
Circular of larger sizes upon request $7.50, less ue discount o "3334 per cent, net $5.00 


FELIX E. DAUS DUPLICATOR CO. Daus Building, 111 John Street, New York 


Industrial Insurance in the United States 


By CHARLES RICHMOND HENDERSON 


HIS book, revised and enlarged for the English-speaking public, has already been published 

in a German series. The introduction contains a summary of the European laws on working- 

men’s insurance against accident, sickness, invalidism, and old age, with statistics to 1911. 

The text describes the various forms of social insurance known in the United States and Canada; 
local clubs and associations, fraternal societies, trade union benefit funds, schemes of large firms, 
corporations, and railways. One chapter is directed to labor legislation and another to employer's 
liability laws. Illustrations of the movement are given in chapters on municipal pension plans for 
policemen, firemen, and teachers; also the military pensions of the federal government and southern 
states. The appendix supplies bibliography, forms used by firms and corporations, text of bills, « 
and laws on the subject. 448 pages. 800, cloth, postpaid $2.19 
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Sa _ =. \ Oiled Parchment Back —— surface which may be used over and 
eam ee over again. Five different colors can be duplicated at once. No 
ow = =~ printer’s ink or expensive supplies required. 100 copies from pen- 
~ written and copies from typewritten original. 


OUTLINES OF ECONOMICS 


Developed in a Series of Problems 
Prepared by Members of the Department of Political Economy 
of the University of Chicago 
160 pages, interleaved, 12mo, cloth Postpaid, $ 


The inductive method of teaching elementary economics is commanding widespread inter. st. 
The most usable treatment of this method yet published is to be found in the “Outlines,” which 
can be used with any regular text. 

In the simplest and clearest language that could be found the elementary conceptions of 
science are set before -the student, and he is led by suggestive questions to construct in outline an 
entire system. While it covers more ground than is usual with a preliminary course, it is so logical 
and at the same time connected so closely with the student’s previous knowledge, that the averave 
class has no difficulty in mastering it. The course is arranged as follows: (A) Introductory; 
(B) Economic Wants, Motives, and Choices; (C) The Productive Process (Meaning of Productivn, 
Natural Agents, Labor, Capital, Organization); (D) Exchange (Markets, Value, Mechanism of 
Exchange, International Trade); (E) The Distributive Process (Rent, Wages, and Trade Unionisn, 
Interest, Profits); (F) Public Finance and Taxations (Public Expenditure, Public Revenue); 
(G) Social Reform (The Present Order, Remedies, Ideals). 

A sourcebook, known as ‘Materials for the Study of Elementary Economics,” has recently 
been published. Price $3.00, postpaid. 
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Sociological Study of the Bible 


By LOUIS WALLIS 


Author of ‘An Examination of Society,’” etc. Formerly Instructor in Economics 
and Sociology in the Ohio State University 


HE main thesis of this work was published in a series in the American Journal 

of Sociology. The treatise emphasizes the claims of scientific sociology from a new 

and promising angle of approach. Professors of biblical interpretation are 

responding heartily and favorably to the book; and the foremost sociologists give 
ita warm welcome. Lester F. Ward writes: ‘Your book is certainly the most considerable 
contribution thus far made to the sociology of the Hebrew race. You have shown that 
their history was a typical case of social assimilation, including all the stages and steps in 
that process, as described by Gumplowicz and Ratzenhofer.”’ Professor Edward A. Ross 
writes: ‘‘Every step in your hypothesis conforms to our present knowledge of social pro- 
cesses. I think there is no controverting your thesis that the study of the Bible must now 
become sociological. I find your work throughout at once bold and careful, and I should 
like to see it brought to the attention of scholars everywhere.” The Reverend Dr. John 
Collins Jackson, of the First M.E. Church, London, Ohio, writes: “Your sociological study 
of the Bible unravels many a mystic tangle over which I have often pondered. It carries 
its own convincing evidence with it. It opens up a new field for sermonic effort in the 
problems of today.” 


xxxv+ 308 pages 8vo, cloth Postpaid, $1.68 
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The Constitution and Finance of English, Scottish, and 
lrish Joint-Stock Companies to 1720 


By Witt1am Rosert Scort, M.A.,D.Phil.,Litt.D. In three volumes. Royal 8vo. 
$16.00 net. (Published by the Cambridge University Press, England.) 


“Dr. Scott’s task has been to give the history of the various English, 
Scottish, and Irish joint-stock companies, one by one, from the first appearance 
of that form of industrial and commercial enterprise in the British Isles down 
to that monstrous inflation connected with the South Sea Bubble; and he has 
been the first to employ a proper historical technique to the elucidation of 
their history. All the famous enterprises of two centuries, the ‘adventures’ 
of the Elizabethan sea-dogs, the ‘monopolies’ of her favorites, the embank- 
ing and draining schemes of the Stuart period, the foundation of the Bank of 
England, the Darien scheme, and so forth, come within Dr. Scott’s sphere of 
activity. .... Dr. Scott’s three volumes constitute, among other things, 
the first serious attempt to write the financial history of England during the 
Tudor and Stuart periods. ... . He has achieved his special task with 
conspicuous success and unremitting industry. His book is a work of solid 
and permanent value.”—Times 


G. P. Putnam’s Sons, Agents in the United States 
2, 4, and 6 West 45th Street 
New York City 
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NEW AND FORTHCOMING PUBLICATIONS 


Lectures on Legal History and Miscellaneous Essays 
By JAMES BARR AMES, late Dane ~ 9 of er and Dean of the Faculty of Law in Harvard University. 
Seo. Cloth. Portrait. $3.00 net. 
The collected works of Dean Ames - . ded i in this volume. The book contains a number of lectures er 
history, many of which have never before been published, eighteen essays collected from various legal periodicals, a 
memotr. 


The Government of the Ottoman Empire in the Time of Suleiman the Magnificent 
By A. H. LYBYER, Associate Professor History in the of Illinois. 
. Cloth. 402 pages. $2.00 ne 
A of the organization of ‘the Turks in the ‘of their greatest power and prestige. 
author descri the vast energies and activities, the magnificent undertakings and ac ievements that characterized the 
Constantinople of the sixteenth century, in the effort to reveal the secrets of Ottoman success. 


The Cotton Manufacturing Industry in the United States 
By M. T. COPELAND, Instructor in Commercial Organization in Harvard University. 
8vo. Cloth. 415 pages. $2.00 net. 
The American cotton manufacturing industry, including the spinning, weaving, finishing, and knitting branches, is 
described in detail in this volume. The book also includes a comparison of the natural advantages, equipment, labor cost, 
and industrial and commercial organization of the cotton industry in Europe and America at the present time. 


The Granger Movement 
A ot, of Agricultural Organization and Its Political, Economic, and Social Manifestations, 1870-1880, by SOLON J. 
BUCK, Ph.D., Research Associate in History, Univ ersity of Illinois. 
800. 384 pages. $2.00 net. 
The great wave of agricultural class consciousness known as the “Granger Movement”’ centers about the story of 
the rise and decline of the Order of the Patrons of Husbandry, or the Grange. Of particular present-day interest is the 
connection of the Granger Movement with the beginnings of railroad regulation and with the co-operative movement in 


America. 
A List of References on the History of the West 
By FREDERICK J. TURNER, Ph.D., LL.D., Litt.D., Professor of History in Harvard University. 
800. Paper cover. 130 pages. 75 cents. 

A comprehensive assembling of references for prescribed courses of study or for general reading, grouped according 
to related periods and subjects covering the historical, economic, and social development of the West. The topical references 
and bibliographies afford material for thesis work. 

A COMPLETE LIST OF PUBLICATIONS ON REQUEST : 


CAMBRIDGE HARVARD UNIVERSITY PRESS MASSACHUSETTS 


Lis) 


The Journal of the 
Royal Statistical Society 


Founded 1834 


THIS JOURNAL is published by the Royal Statistical Society 
monthly during the session (i.e., from December to July, inclusive) 
and each volume consists, therefore, of eight parts. 


The Journal reproduces in full the papers which during the ses- 
sion in each year are read before the Society, together with a copious 
résumé of the discussion which follows the reading. All tables and 
diagrams designed for the elucidation of the subject dealt with are 
reproduced in the Journal. 


In addition, statistical studies connected with various matters of 
current interest, as well as original articles by well-known writers, 
which for various reasons are not read before the Society at its meet- 
ings, are a regular feature. 


REVIEWS OF IMPORTANT STATISTICAL WORKS appear 
in each issue, and a résumé of the articles dealing with statistical and 
economic subjects in current literature all over the world is maintained. 


THE JOURNAL is supplied gratuitously to all Fellows of the 
Society. Particulars as to nomination and election may be obtained 
by application to The Assistant Secretary, Royal Statistical Society, 
9, Adelphi Terrace, Strand, London, W.C. 


To the PUBLIC GENERALLY, THE JOURNAL is supplied for 
an annual subscription of one guinea, from any bookseller, or direct 
from the publisher, 


THE ASSISTANT SECRETARY 


ROYAL STATISTICAL SOCIETY 
9, ADELPHI TERRACE, STRAND 
LONDON, W.C. 


from whom also single copies of the Journal at the price of two 
shillings and sixpence each may be obtained. 
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sins to hold a large quan- 
Adding and Subtracting | tity of ink, are some 
of the. things that 
< have helped to make 
Esterbrook’s Jackson 
Stub No. 442 the most 
popular of all stub 
pens. 
Write for illustrated book!et. 
Esterbrook Pen Mfg. Co. 
New. York Camden, N.J. 


Right Here is Your Chance 


To Buy That Typewriter 
AT LESS THAN WHOLESALE | 


The Fi Typewriter finished, grade, 
Visible writer, with a t touch eh 


not suit you after a ten days’ free 
at our expense. ‘If you wish to 
you can pay us a little down and the 


Big Values in Slightly Used Typewriters 
= = = 
$50 Monthly to Income—Be Our Local Agent 


4112-4142 Front Ave., GRAND RAPIDS, MICH. | Address 
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Use the Microscope in Your 
Science Lessons 


Visual microscopic demonstfation most 


lements book presentation, particulaily if the 


awakens dormant interest 


pe be botany, physiology, or zoblogy. The 
j stimu- 
zest for these studies. 


are used i institutions bécause 

of broad utility, optical efficiency, and mechanical 

precision. In e ials of a good micro- 
Bausch and Lomb instrument is most 
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CHAS. M.-HIGGINS & CO,, 


271 Ninth Street. Breokiyn, N. 
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CRIGINAL Eastern Slider i 3 
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